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TENDENCIES IN SWEDISH POPULATION 
DEVELOPMENT 


BY PROFESSOR CARL-ERIK QUENSEL, UNIVERSITY OF LUND 


The present situation 


Sweden is one of the few countries whose 
population development was not directly affected 
by the world wars, although the development was 
affected indirectly by these. Because of this, and 
also because Sweden has been ahead of most 
other countries in demographic developments the 
present situation and the probable population 
developments in the next decades seems to be of 
general interest. 

We will not give a detailed description of the 
different phases of development in the present 
century, but will note the following points in con- 
nection with the following diagram. 

Since r900 the population has increased by 
40 %, from 5,14 million to 7,29 million in 1956, 
but, as in most other countries, the natural in- 
crease in population showed distinct downward 
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tendencies in the period rt900—1930 and in the 
years after 1930 the annual increase in population 
was only a very few per thousand. At that time 
people entertained serious apprehensions of an 
imminent decline in population. 

The population increase became more rapid 
during the 1940s, but after the middle of the 
decade a clear downward tendency could again 
be distinguished. Changes in the rate of popula- 
tion increase are most closely associated with 
variations in the birth rate, but the falling death 
rate and immigration have also had some effect. 

At the same time as this change in the rate of 
growth of total population there have been con- 
siderable changes in its structure, mostly with 
respect to age distribution. The younger age 
groups, which up to and including 1910, with few 
exceptions, were larger in number than the age 
groups next above them, have since then shrunk 
considerably. 

This development was most noticeable in the 
1940 census, and its major features appear in 
table I, which shows the relative age distribution 
during the period 1910—1954. 

The relative increase in the number of persons 
in the “working” age groups, i. e. between the 
ages of 15 and 64, was extremely rapid up to 
1940, while at the same time the proportion in 
the higher age groups increased. The number of 
children diminished correspondingly. Since 1940 


Table r. Relative age distribution 1910—1954 


Relative age distribution per thousand 


Year O—I4 15—29 30—49 50-64 65— 15—64 

year year year? year year year 
1910 eee SLT 249 227 123 84 599 
1930s) een 248 264 264 132 92 660 
1940", eee 204 252 298 152 94 702 
1954 5 «238 187 297 170 108 654 
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the numbers in the “working” ages have declined 
relatively — but not absolutely — while the 
number of old people increased further, and also 
the number of children. 

There has been a great structural change within 
the population of working age, chiefly consisting 
of an increase in the age group 50—64, but also 
of the age group 30—49. 

The consequences of this for the labour market 
are well known. The shortage of manpower in 
the younger age groups and increase in the num- 
ber of older workers has a restricting effect on 
the mobility of labour between different trades 
and different areas, although the younger workers 
for various reasons have been extremely mobile 
in recent years. 

It is not the intention here to analyse and 
discuss these problems more closely, but rather 
to take the known developments up to the present 
as the basis for a consideration of the tendencies 
for the next decades. 


Immigration 


We cannot neglect the problems of emigration 
and immigration, which must, however, be judged 
from an international point of view. In this 
respect Sweden has since 1930 changed from a 
country with net emigration to a country with 
regular net immigration, and this development 
has shown more clearly after 1945 (table 2).1 


Table 2. Emigration and immigration 193I—1955 


Year Emigrants Immigrants Net immigration 
EQZI— 1035). » 1) Zaz 7 151 4 679 
1936—1940. . . . 2681 5774 3.093 
194I—1945 .... 2308 9 604 7 296 
LOGON) > teen oe 6915 31 422 24 507 
TOAY 5b) comteRn oe 6451 31399 24 948 
1948 9 784 32 935 23 151 
1Q4Q ro 8s) kel =< e 14.174 23 997 9 823 
EQSO 50 2 oe ue SO 12 860 27.940 15 080 
LOGE tc sutn) econ 16 580 31 603 15 023 
ROR aaa en nee 14998 26 259 II 261 
595 9) 5) net eee 17 480 19 175 1 695 
TOSAGins cule ete 13 822 20 817 6 995 
WOR Gis 5 ween se 12 675 30 069 17 394 


1 Tables 2 and 3 are taken from a paper by Karin Kock: 
»Sverige som immigrationsland», (Sweden as an Immigration 
Country), included in a collection of essays in honour of the 
foreign minister, Osten Undén. 


There was already an insignificant amount of 
immigration in the years 1931—1940 but this 
seems to a large extent to have consisted of the 


return of previous emigrants, although the polit-_ 


ical situation in Germany and its neighbours was 
also a contributory factor. 

Since the war immigration has been greater as 
a consequence of developments in other parts of 
Europe, but also because of the internal shortage 
of labour. In the period 1946—1950 immigration 
amounted to about 30000 persons annually but 
since then it has shrunk considerably and shows 
considerable yearly fluctuations. Also emigration 
is considerably higher now than previously, and 
consists to the extent of more than 70 % of 
persons of foreign citizenship, i. e. of former 
immigrants. There is also, however, some im- 
migration of a permanent nature, shown, for 
instance, in the greatly increasing numbers ap- 
plying for Swedish citizenship, amounting in 
1954 to more than 9g ooo. Since long residence in 
the country is required for Swedish citizenship 
the post-war immigration could not until the last 
few years result in a very large increase in the 
number of applications for citizenship. 

Another measure of the size and importance 
of immigration can be obtained from the informa- 
tion on the number of foreigners with work 
permits (table 3). 


Table 3. Number of foreigners applying for work 
permits 1947—1956 (hundreds) 


Year Scandinavians Baltics Germans Others Total 
LOA ay cet oe 270! 184 24 123 610 
MQAS<.. au BAA 180 28 147 699 
TOAQa si 2s MOY 182 51 181 875 
IQ5O ni ee To 172 65 184 899 
TQSL sere os e500 167 93 193 1039 
LOR 2 corre ey <r 135 147 189 1 184 
19535 =. «= (690 123 184 194 1 191 
1954... = = “675 109 181 173 I 141 
1955+... 684 90 175 149 1 098 
1956. sum =) “GOS 83 191 164 I 243 


The number of foreigners with work permits 
has been in recent years about 120000, or not 
quite 3 % of the total working population, and 
the major part of the foreigners comes from 
neighbouring countries and normally considerably 


: 
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more than half are from the other Scandinavian 
countries. The number of refugees from the 
Baltic states is declining according to this table, 
although this decline is in part only apparent, 
since many have obtained or are obtaining 
Swedish citizenship. The number of Germans is 
increasing. The number of foreigners from all 
other countries has never been more than 20 000, 
i. e. at most less than 1/6 of the total number of 
foreigners. 

It is impossible to make any certain prediction 
about the future course of immigration. Unfore- 
seen events abroad can lead to new streams of 
refugees — e. g. the disturbances in Hungary in 
1956. The situation on the labour markets in 
Sweden and in the immigrants’ home countries 
is also an important deciding factor. A deteriora- 
tion in the economic situation may involve a 
decrease in immigration and increased emigration 
of former immigrants. 

In the period 1946—1950 Sweden received 
through immigration a population increase of 
about 100000 persons, and in the period 1951— 
1955 of rather more than 50000, or about 2 % 
of the present population. 


The death rate 


The decline in the death rate has had a great 
effect on the age distribution. Only a few coun- 
tries have a death rate as low as, or lower than 
that of Sweden. 

The over-all death rate is at present somewhat 
under 10 per thousand, and has been constant for 
some years. When the age distribution and shifts 
in the population structure towards the higher age 
groups are considered, it is clear that there has 
actually been a steady decline in the death rate. 
It is, however, important to distinguish between 
developments in the death rates above and below 
the age of 65. 

The decline in the death rate has been for the 
most part concentrated on the age groups below 
65. A clearer idea of the decline in the death rate 
in different age groups and its quantitative sig- 
nificance can be obtained from figures on the 
numbers out of every thousand births that can 
be expected to reach various ages, and also from 
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Table 4. Survival rates and mean expectations of life 


Period Survival rates Mean expectation 
° 20 50 O65 of life 

Men year year year year Atbirth Atage of65 
I90I—Ig10 1000 816 657 500 54.53 12,81 
IQII—1920 1000 840 664 511 55,60 12,84 
192I—1930 1000 882 752 595 60,97 13,24 
193I—1940 1000 911 801 636 63,76 13,06 
1941—1945 1000 938 844 680 67,06 13,68 
1946—1950 1000 954 88r 722 69,04 13,53 
Women 

1946—1950 1000 966 905 774 71,58 14,27 


the mean expectation of life at birth and for 65- 
year olds respectively. In table 4 some of these 
figures based on the death rates for men in 
various periods are presented. The death rate is 
lower for women than for men, and their survival 
expectations and mean expectations of life higher. 

The mean expectation of life for 65-year olds 
has not increased very markedly. Sometimes, 
indeed, downward tendencies can be traced. The 
number of old people is not, however, influenced 
particularly strongly by small changes in the death 
rate above 65, but mostly by the lower death rate 
for age groups below 65, whereby considerably 
more people reach this age. According to the 
figures in table 4, with the 1921—1930 death rate 
the probability of a new-born infant reaching 
the age of 65 was not quite 60 %, but since then 
it has risen to 72 %. The figures for recent years 
indicate a continued trend towards higher survival 
expectations. 

Against the background of these tendencies 
medical research has become more and more con- 
centrated on those diseases and causes of death 
that affect older people (such as cancer and 
diseases of the circulation) and which seriously 
reduce the ability to work of people in those age 
groups. 

To the extent that this research yields results 
an improvement in the death rate can be expected 
above the age of 65, too. But it is exceedingly 
difficult to predict developments in this field. 


The development of population above 
the age of 20 up to the year 1970 


If the future development is studied only in 
connection with labour market problems and the 
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support of the aged in the next decades, develop- 
ments in the birth rate are — from a point of 
view limited thus — of minor importance, since 
the consequences of variations in the number of 
births are not felt on the labour market until 
considerably later. 

Several prognoses have been made of the future 
demographic development the most recent by the 
Central Statistical Bureau up to the year 1970 
(table 5). This calculation is based on the age 
distribution in 1950, takes into consideration 
known immigration in the years immediately after 
the census and assumes a further decline in the 
death rate in the age groups below 65. The as- 
sumed decrease seems, however, to be below that 
actually observed in the death rate in the period 
195I—1955, so the figures are probably an under- 
estimate. 


Table 5. Age distribution in Sweden 1930—1950 and 
estimated age distribution 1960 and 1970 (thousands) 


a Age groups Age 
20—29 30—49 50—64 20—64 65—  jatiol 
year year year year year 
1930)... «) DO62 £622 809 = 3.493 566 6,17 
1940. = « i083! 2901 967 3951 599 6,60 
IOSOk sw) OOS) 2 0TG at 145 4 254 721 5,90 
T9GO% aie) S09 6. 200n) /1s72. 4301 855 5,03 
OVO. » . PISs 1836 1406 “4517 “Tord 4,43 


1 Age ratio = the number of persons aged 20—64 per person 
over 65 years old. 


These figures show an increase in the number 
of old people by about 15 000 per year. The in- 
crease should continue even after 1970. This is 
shown in the table in the increase in the age 
group 50—64. The number of old people may be 
somewhat greater if the death rate continues to 
fall. What is more important in this connection, 
however, is the question of the ability to work 
at these ages, and whether this shows any tendency 
to change. The age limit of 65, like all conven- 
tional age limits, is not an unchanging physiolog- 
ical limit. If at the same time as the decline in 
the death rate there is an increase in the ability 
to work at the higher ages the effects of this will 
be considerable. Some of the consequences of the 
unfavourable age distribution will be eliminated 
if physiological conditions change together with 


the decline in the death rate. One can, however, 
regard with a certain scepticism the idea that a 
lower death rate necessarily involves higher limits 
for the ability to work, since the lower death rate 
may involve an increased number of old people 
surviving with still lower ability to work than in 
the previous circumstances. 

It also appears from table 5 that the expansion 
of manpower in the age group 20—64 has stop- 
ped, although there should be some increase be- 
tween 1960 and 1970, when the “bulge” of the 
1940s will reach working age. 


Developments in the birth rate and 
civil status 


In estimating further developments the number 
of births in the remainder of the 1950s and in 
the 1960s is important, and the number of births 
is, of course, significant for judgement of the 
numbers needing support during the 1960s. 

But the birth rate is very hard to predict and 
is subject to both long period and short period 
fluctuations. Short period fluctuations in the birth 
rate can be strongly dependent on the economic 
situation, but it is the long period development 
that is of the greatest interest. A short period 
reduction in the birth rate can be compensated 
for by an increase some years later. Short period 
fluctuations are of great significance for social 
conditions that are linked to exact age limits (e.g. 
schooling) but things that are not closely linked to 
definite ages (e.g. the number of marriages) are 
not much affected by previous short period fluc- 
tuations in the birth rate. 

Past developments in the birth rate are shown 
better by the so-called marriage fertility rate, i.e. 
the number of births per thousand married women 
under 45 years old. This gives a more gloomy 
picture of the changes in the number of births in 
the last two decades; this fertility rate has been 
lower in the 1950s than it was in the years 1933 
—1934, when the absolute number of births was 
at its lowest point (table 6). 

A not insignificant increase in the married 
fertility rate took place in the 1940s despite the 
war, but by 1950 the rate was down again to the 
lowest value observed in the 1930s. 
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Table 6. Fertility of marriages 1931—1956 


Fertility Fertility Fertility 
Year tate per Year tate per Year tate per 

thousand thousand thousand 
TORtee ne) hI 24 EQAOn ace) 112 TQAO co ep oO) 
CREE emer esd OAD.) 4 IES TOR ON aan mentite 
POSS ears, 9, ELA. TOAQ = io LO TOS bicie  LOO) 
MOA Keno LEA TO43°. 2. 340 TOSZ. «6 TOO 
DOSS eae DLS 1944, 5. % 146 ORS ares LOO 
CE Gls pec Os 1O4S) . s « 142 1OSA0 se: GEOL 
TOS Tacit E14: 1946-4 . «4136 19584. 2 % (to) 
Toahinw 5) E16 TGA eee. 130 QSOs... < (105) 
POSOmasae ss Lily OAS. ce) an 20 


The increase in fertility and the birth rate in 
the 1940s was an international occurrence (the 
baby boom), although in other countries it did 
not come until after the end of the war, and 
seems to have been somewhat larger than that in 
Sweden. 


Table 7. Birth rates in various countries 193I—I954 
(per thousands) 


Den- Eng- 


mark land USA. 


Year France Sweden 


193I—1935 17,7 1555 16,7 17,2 14,1 
1936—1940 18,0 15,2 14,8 17,1 14,8 
194I—1945 21,3 16,2 15,4 19,8 18,6 
1946—1950 20,7 18,3 20,9 24,1 18,2 
195I—1954 17,7 15,8 19,1 24,7 15,2 


The fact that the number of births is higher 
now than in the 1930s in spite of the lower fer- 
tility of marriages is a consequence partly of the 
increase in population, and partly and above all 
of the greater frequency of marriage and the 
changed structure of the population with respect 
to civil status. There has been a real revolution 
in this respect in Sweden in the last decades, and 
it has had a direct or indirect effect on many 
aspects of the society. 

This change appears most clearly in the com- 
parison between the proportions of unmarried 
persons in the different age groups in 1930 and 
in 1954. 

In the age group 25—29 at present less than 
half of the men are unmarried as compared with 
two thirds in 1930. For women of the same ages 
the proportion unmarried has fallen from over 
50 % to under 25 %. In the ages 35—39 only 


Table 8. Proportion of unmarried persons of different 
ages 1930 and 1954 


Men Women 

ae 1930 195 i 

4 930 §=1954 
ye Olaies aa? fs os) I 000 997 990 964 
HOS. 5 Dae rai 943 828 804 576 
ESCA ee Pee ng Ou 669 464 S17 245 
CO Mince a3 5 sos 268 342 146 
SS. a, eee ce 250 192 270 122 
Amend cme imer oye cs) Ls, 192 170 246 133 
AS —<AQiren al thnies ue is 166 160 229 157 
SOS led 6 Fo Oeo BAD 148 SW) 220 187 
ACEO) a gece) Alceea 139 144 212 196 
CO GA reste sn ccs sens 130 138 212 204 


every eighth woman is unmarried compared with 
every fourth in 1930. 

There has not, on the other hand, been any 
great change in number of unmarried men above 
the age of 50. The percentage of unmarried 
women in the higher ages, however, has fallen 
and will fall still further. This is because the 
surplus of women under the age of 50 has been 
replaced by a surplus of men. 

The observed increase in the number of mar- 
riages entered into since 1930 is chiefly the result 
of people marrying at considerably earlier ages 
now than previously, while the numbers of unmar- 
ried people in the higher age groups does not 
seem to have changed very much. The number of 
marriages entered into is now falling yearly and 
will fall still further. 

This change has been of great significance for 
the female labour market. Fewer married than 
unmarried women are available for work, and 
although now more of both married and unmar- 
ried women are economically active, the increase 
in the proportion married has led to a decrease 
in the total number of women economically active. 
The increasing availability for work among mar- 
ried women has certainly been an incentive for 
the decreased number of children in marriages. 

We can perhaps sum up what has happened in 
the following way. Formerly the age of marriage 
was relatively high and this involved a better 
supply of young unmarried female labour. When 
the age of marriage fell demand came to be 
directed towards married, and especially towards 
young married women. But the lower age for 
marriage led to a lower average age for child- 
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bearing, and thus it is becoming usual for children 
to be adult when their mother reaches the age of 
40. Thus there can arise a supply of older mar- 
ried female labour, but these married women have 
only had a short working life before their mar- 
riage and since then have been wholly or partly 
absent from the labour market between the ages 
of 25 and 4o. Can the labour market accept and 
make use of this supply of labour with these 
special circumstances and requirements? 


The birth rate in the next decades 


Long period developments in the birth rate 
should be estimated with regard to the following 
circumstances; in the first place the frequency of 
marriage and the average number of children 
per marriage, but also the average number of 
children per fifty-year old women or sixty-year 
old men. 

According to several sets of figures there has 
been no increase worth mentioning in the average 
number of children per marriage since 1935, but 
this has been fairly constant at a low level. In 
marriages that lasted for more than 20 years the 
average number of children seems to be only 
insignificantly above two. 

Thus it cannot really be maintained that there 
has been a change in attitudes towards larger 
families, although there are some signs that 
voluntary childlessness has been somewhat re- 
duced. Families with two children are normal for 
the urban population. 

In this connection it is appropriate to take a 
look at family size in relation to social and eco- 
nomic position. Birth control became popular first 
in the upper social classes and then spread down- 
wards. Thus between 1910 and 1930 there was a 
negative correlation between income and family 
size — the higher the income the fewer the 
children. Now there is considerable evidence of 
a weak positive correlation between income and 
family size — higher incomes going with some- 
what more children — and the higher income 
groups have more children than the average. 
There is probably, however, a group with lower 
social position, where the number of children is 


above the average because of inadequate informa- 
tion on birth control. 

Against the background of these circumstances 
developments in the birth rate must be expected 
to be rather unfavourable in the next decades. 
The figures we have do not indicate that family 
size is likely to continue to increase, so that a 
further decline in the birth rate in the remainder 
of the 1950s and the beginning of the 1960s is 
probable. About 1970 there may be some increase 
in the number of births, when the members of the 
“bulge” in the 1940s get married. The Central 
Bureau of Statistics, in its estimates up to the 
year 1970, gives figures of about 100000 births 
per year (table 9). An increase of 0,1 in the 
average number of children per marriage involves 
an increase of about 4000—5 000 in the annual 
number of births. 

The natural increase in the population should 
decline as the number of deaths increases. There 
does not, however, seem to be any danger of a 
decline in the total population in the next few 
decades. But the population situation is all the 
more serious as the increase in population will 
not be in the working ages, and when the small 
families of the 1950s and 1960s reach the labour 
market in the 1970s the situation will deteriorate 
still further. 


Table 9. Population changes in thousands, I95I—1970 
(The prognosis of the Central Bureau of Statistics) 
Excess of births 


Period Births Deaths averidaaihe 
LOST—=COS5 Ws Lisi ey 33 108 69 © 39 
LOS6—1960 «6 cg a ow s 102 76 26 
TOGL—T9G5 os sw as 99 81 18 
TOOO—TO7O! «near © ee 102 87 15 


The people who are now approaching pen- 
sionable age have very few children to fall back 
on compared with previous generations. No direct 
figures are available on how many children a 67- 
year old has,.or on how many pensioners have 
no children, or only one or two. Probably at 
present about 30 % of the 67-year olds have no 
children (15 % never married, 15 % married but 
childless). There may not be any great change in 
this proportion, but on the other hand the num- 
ber of old people with only one or two children 
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is increasing, as the effects of the family limita- 
tion since 1910 make themselves felt. Although 
at the same time the frequency of marriage has 
risen, especially among young and middle-aged 
women, family ties between old people and their 
children have been considerably loosened. 


2+—573236 


We cannot neglect this aspect of the ageing 
problem. Old people, in consequence of this, are 
going to be much more isolated from the suc- 
ceeding generations. Support and care of them 
will be more the responsibility of the public than 
it has been previously. 
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TAX POLICY AND BUSINESS FIRMS’ 
INVESTMENT ACTIVITIES 


BY PROFESSOR NILS VASTHAGEN, THE STOCKHOLM SCHOOL OF ECONOMICS 


The structure and aim 
of the taxation of business profits 


In 1955 the taxation of Swedish business firms 
was amended in various respects. Most of the 
amendments were made on the recommendation 
of the Business Profits Taxation Committee, 
which in 1952 had been given the task of revising 
the rules governing the taxation of business 
firms’ incomes. These amendments were concerned 
with write-offs on machinery and equipment, 
stock valuation, allocations to investment reserves 

and allocations to pension and other staff founda- 
tion reserves. 

In regard to machinery and equipment, corpora- 
tions and certain other juristic persons had been 
entitled during the period 1938—1951 to write off 
at their discretion. This right implied that the cost 
value could be written off at such pace as the firm 
itself desired; in fact, the entire cost value could 
be written off in the first year. A precondition 
for free writing-off for tax purposes was that 
the same write-offs were shown in the accounts. 
After some provisional restrictions in 1952—54 
new and permanent rules were embodied in the tax 
laws in 1955. Free writing-off was replaced by 
“writing-off according to the books’, which may 
be applied by all firms with an organized system 
of double entry — that is to say, not only by 
corporations and juristic persons of a kindred 
type. The most important rules governing this 
writing-off system are as follows: 

The main rule is based on the degressive writ- 
ing-off principle. On machinery procured during 
the year 30 % may be written off and likewise 
30 Y% may be written off on older machinery, the 
write-off being calculated on the book value. The 


amount written off for tax assessment purposes 
shall in this system tally with that written off in 
the accounts, as the term indicates. 

If machines procured before the beginning of 
the income year have been sold during the year, 
the “net method” may be applied. The entire pro- 
ceeds of the sale are declared for tax purposes, 
but a corresponding amount may be utilized for 
extra write-offs on existing machinery (which, 
however, may not be written off at a negative 
value). The basis of calculation for the 30 per 
cent. write-off shall be correspondingly lower. 

According to the main rule, it is never possible 
to come down to nil unless in any particular year 
the proceeds of the sale are exceptionally high (at 
least as high as the balance brought forward plus 
renewals). In order to make this possible a supple- 
mentary rule has been introduced to the effect 
that the machinery in toto need not be given a 
higher value than if it had been written off each 
year at 20 % of its cost value. Only machines 
existing at the end of the year are included in this 
calculation, 

For income tax purposes there formerly existed 
a right to a more or less free stock valuation. Only 
in a few cases did the Tax Authorities intervene 
against any radical writing-down of stocks. The 
1955 rules are to the following effect : 

The main rule lays down that the stocks may be 
kept written down to 40 % of their current value 
after deduction for obsolescence. By their current 
value is meant either their cost value or their 
replacement value, whichever is the lower, the cost 
value being calculated on the principle of “first in 
— first out”. During the transitional years 1956— 
1958 the stocks may be written down to 20 % 
(1956) and 30 % (1957 and 1958). 
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In the event of a reduction in stocks, supple- 
mentary rule 1 may be applied, according to which 
_ the 60 per cent. write-down may be computed on 
the mean between the two immediately preceding 
years’ stock values. The secret reserve calculated 
in this way may be deducted from the value of the 
current stocks. Even a negative stock value is 
accepted. 

In regard to raw materials and staple goods, 
supplementary rule 2 is applicable. According to 
this rule, for the purpose of stock valuation the 
lowest market quotation during the past 10 years 
may serve as basis of calculation and the stocks 
may be written down to 70 % of the resultant 
value. 

An allocation to an investment reserve may be 
made annually at not more than 40 % of the 
profit before tax. The allocation is deductible in 
the income tax return. 40 % of the allocation to 
reserve shall be paid in to the Riksbank for de- 
posit on a special account. 

An investment reserve may, with the permission 
of or by the order of the Labour Market Board, 
be utilized mainly for the following purposes : 

a) for writing-off on a building erected during 
the year (in regard to industrial firms for repairs 
as well), 

b) for writing-off on machinery and equipment 
procured during the year, 

c) for writing-down commodity stocks (though 
not to a lower amount than is allowed by the 
stock valuation rules), 

d) for costs connected with certain operations 
in mines. 

When an investment reserve is utilized, then 
40 % of the amount by which the reserve is 
reduced may be withdrawn from the account in 
the Riksbank. After 5 years 30 % of the amount 
paid in may be withdrawn without a special per- 
mit, and the reserve shall then be reduced by 
2 1/2 times the amount withdrawn. A special “‘in- 
vestment deduction” is allowed at 10 % of the 
amount utilized out of the reserve subject to per- 
mission (or an order) given by the Labour 
Market Board. If the reserve has been utilized in 
contravention of the regulations, the amount shall 
be subject to tax plus an additional 10 %. 

As to pension foundation reserves, the rule is 


that the right to tax-free allocation has been limit- 
ed through the so-called lower ceiling. This implies 
that an allocation may be made at not more than 
the amount that has to be set aside in order that 
the foundation’s capital together with future al- 
locations shall suffice to ensure the payment of 
the promised pensions; the principle being that 
each year must be able to cover its own pension 
costs but not any costs in respect of future years. 
Corporations and other juristic persons may give 
bonds of debt to the foundation, while physical 
persons shall hand over cash funds. 

Any other form of staff foundation may be 
established for various purposes, such as medical 
aid, spare-time activities, the building of holiday 
homes etc. An allocation may be made to an un- 
limited amount free of tax, but funds shall in- 
variably be paid in cash to the foundation. 

Besides these amendments to the rules gov- 
erning the taxation of income it may be mentioned 
that the rate of tax to which corporations are 
subject for national income tax was raised from 
40 % to 50 %. Municipal income tax varies in 
different municipalities but is likely to amount on 
an average to 12—14 %. Since the municipal 
income tax is deductible when the national income 
tax is assessed, the average taxation on corpora- 
tions may be estimated at about 56—57 %. — 
Seeing that the shareholders are taxed on their 
dividends, double taxation is imposed on that 
portion of the profits which is distributed to 
them. 

Finally, it may be mentioned that the 12 per 
cent. investment duty which was imposed in 1952 
and 1953, but which was abolished in 1954, was 
reintroduced in 1955. 

The great majority of these amendments im- 
plied a definite tightening-up of the regulations 
previously in force. One exception having the 
opposite effect is the relaxing of the writing-off 
rules in favour of business other than corpora- 
tions and certain other juristic persons. The new 
regulations governing investment reserves are in 
fact, in several respects, more favourable to busi- 
ness firms than the earlier provisions dating from 
1947, although they afford the firms less possi- 
bilities of using the appropriated amounts as 
working capital. 
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The amendments to the tax laws adopted on the 
proposal of the Business Profits Tax Committee 
were all intended to serve as a link in the chain of 
measures to combat inflation. In the first place 
the intention was to reduce business firms’ possi- 
bilities of financing investments and other ex- 
penditure by means of tax credit (i.e. a kind of 
interest-free credit through a postponement of tax 
payments). It was not considered that the credit 
policy pursued by the Government Authorities 
could become effective so long as businesses were 
enabled by means of unlimited write-offs on their 
machinery and equipment and by writing down 
their stocks to an almost unlimited extent to 
withdraw a substantial proportion of their profits 
from direct taxation and to employ the untaxed 
profits for financing investments and other ex- 
penditure. 

The primary aim of the tax legislation was thus 
to weaken business liquidity. We must not, how- 
ever, disregard the fact that most of the measures 
adopted also had the effect of worsening the 
business firms’ profit-earning capacity. In the 
following pages we shall deal somewhat more 
closely with the effects on liquidity and profit- 
earning capacity. 

Our Swedish business taxation is, in the main, 
framed as the taxation of net income. In principle, 
it is the profit calculated on a business economic 
basis that is taxed. The Business Profits Tax 
Committee discussed — in my view not particu- 
larly thoroughly — the question posed in the 
Committee’s terms of reference whether, from the 
point of view of business-cycle policy, it might be 
considered expedient to convert business taxation 
either wholly or in part into some form of taxa- 
tion of gross profits, e.g. a tax on expenditure. A 
solution on these lines was, however, rejected, and 
instead the suggestion was adopted of so revising 
the taxation on net incomes that it might serve a 
more useful purpose as an instrument of econom- 
ic policy. Whereas the old system of free write- 
offs and stock valuation was considered to have 
a directly stimulating effect on investments and 
thus to encourage inflation under boom condi- 
tions, the idea was to formulate rules to govern 
writing-off and the valuation of stocks which 
would be as neutral as possible from the business- 


cycle standpoint. In other words, their effect 
would be to tax reasonable and more or less real- 
istic profits, and there would be no question of 
tax credit. Thus, the rules would be so adapted 
as not to affect business firms’ inclination to 
invest. 

The same may be said of the new rules re- 
stricting the right to make allocations to pension 
reserves. It has been considered that unlimited 
possibilities of making such allocations have re- 
sulted in their being in many cases in excess of 
the actual expenditure on pensions incurred during 
the year, so that advantage has been taken of the 
expedient of tax credit. The intention of the re- 
striction in this field too was to bring about a 
neutral situation. 

On the other hand, the same argument cannot 
apply to the rules governing allocations to invest- 
ment reserves. These rules of law have nothing 
to do with the principles of business economy on 
which the calculation of profits is based but are 
purely an instrument of tax policy. The aim is to 
bring about a postponement of business firms’ 
investments until some future time. We cannot 
therefore speak here of a neutral attitude in regard 
to investment activities. That is to say, by permit- 
ting firms to make tax deductions in advance for 
writing off on future investments the purpose is 
so to influence investment plans as to get them 
postponed until times that are more suitable from 
the business-cycle point of view. 

Equally in regard to the raising of the corpora- ~ 
tion tax rate it is obvious that the desire has been 
to exercise a control over investment activities. 
The fact of having to pay higher taxes affords 
less scope for the self-financing of investments. — 

All the changes in taxation just referred to — __ 
the more stringent rules governing write-offs for 
depreciation, the valuation of stocks and alloca- 
tions to foundation reserves, the new regulations 
in regard to investment reserves and the higher 
tax rate — apply to the taxation of income. The 
investment duty, on the other hand, is a tax on 
expenditure which aims directly at investments 
without going a roundabout way via net profits. 
It is quite evident that this form of taxation is 
deliberately designed to postpone or even to put 
the brake on investment activities. 
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The writing-off rules 


It was stated just now that the amendments to 
the tax laws adopted in 1955 might affect not 
only the firm’s liquidity but also its profit-earning 
capacity. This applies, inter alia, to the tightening- 
up of the writing-off rules. That it would have 
the effect of worsening the firm’s liquidity is self- 
evident — in fact, as we mentioned above, this 
was the primary aim of the amended law. The 
effect was, of course, quite different in businesses 
with a good and those with a poor profit-earning 
capacity. For the limits to what was the maximum 
amount that under free writing-off conditions 
could be written off with an effect on taxation 
were determined not only by the book value of the 
objects to be written off but also by the gross 
profit, by which is here meant the profit before 
write-offs and tax. The first of these two limits 
could be made elastic by finding new objects on 
which write-offs could be affected at once. The 
second limit, on the other hand, was not so easily 
affected if we disregard changes in the writing- 
down of commodity stocks; writing-off and writ- 
ing-down stocks have, of course, the same im- 
mediate effect as far as taxes are concerned. 

It is not certain, therefore, that firms with a 
relatively low profit earning capacity would be 
able to exercise their free depreciation right to the 
extent of writing off larger amounts than had 
been permitted since 1955, whereas firms making 
big profits have frequently had severely to limit 
their writing-off. 

The right to make free depreciation allowances 
opened up the possibility of enjoying not only tax 
credit as such but also tax credit free of interest. 
If this credit had to be settled by means of a bank 
loan, for instance, the firm’s profit-earning ca- 
pacity was obviously bound to become weaker. A 
number of investment schemes which, provided 
they were financed on a tax credit basis, have 
been judged to be profitable, no’ longer pass the 
test of profitability when interest has to be paid. 

It is probable that both these effects were in 
some measure relevant, though hardly to the ex- 
tent that a certain limitation of investments had 
been caused by a simultaneous deterioration in 
liquidity and earning capacity, so that these conse- 
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quences of a limitation of write-offs have ap- 
parently reinforced one another. On the contrary, 
the most correct way of looking at the matter 
seems to be this, that in certain situations it was 
the deterioration in the profit-earning capacity 
that had a deterrent effect and in other situations 
it was the deterioration in liquidity. 

What we have just said may be illustrated by a 
diagram, in which we imagine that a number of 
investment schemes in a given firm have been 
arranged in order of their prospective profita- 
bility, those that have been judged to be the most 
profitable being placed furthest to the left. The 
line A—B indicates the profitability at the start- 
ing point, which presumes the right to free writ- 
ing-off, enabling the firm to utilize tax credit 
free of interest.1 However, the management of 
the firm demands a certain measure of profita- 
bility if the projects are to be successfully carried 
through, and this is denoted by the line E—G, 
This means that projects P;—B must be given up, 
and only O—P, remain. We assume that by exer- 
cising its right to free writing-off the firm is able 
to create the liquidity that is required in order to 
finance these projects. Point P, (the limit of 
profitability) therefore coincides with Li (the 
limit of liquidity). 


Profitability 
A 


E G 


ce) Le P2 Pr D B 
Lr Volume of 
investments 


Now let us imagine that the right to free writ- 
ing-off is replaced by a right to effect write-offs 
1 We have here made a simplification in that the curve 


becomes a straight line, which would hardly be the case in 
reality. 
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in accordance with the new rules governing de- 
preciation charges on an accounting basis. Part of 
the liquid funds that were formerly available for 
investments must now be paid away in taxes. If 
no fresh funds are procurable by borrowing etc., 
the liquidity limit is moved from L, to Ls, and 
the investments Ly—L, consequently lapse in spite 
of a proportion of them still being profitable. 
Should, on the other hand, loans be obtainable, 
then the investment schemes that are financed by 
these loans will yield less profit owing to the inter- 
est charges. It has been assumed here that the 
least profitable investments are financed by this 
means, and in that case it will be the investments 
to the right of Le that will have to pay the inter- 
est. The new profit earned from these investments 
will be C—D, and as that line bisects E—G at 
point F the investments lying to the right of Pe 
are bound to become less attractive. And so it will 
be Pz that now constitutes the limit, although the 
limit of liquidity L, remains unchanged. 

A numerical example may illustrate our reason- 
ing. A firm has liquid funds totalling 100,000 
kronor and a profit (before write-offs and tax) 
of a like sum. The elder machines have earlier 
been fully written off. If the firm does not make 
any investment that may immediately be written 
off, the total profit must be stated in the income 
tax return, the tax being assumed to be 50 % = 
50,000 kronor. Let us assume instead that the 
profits are invested in machinery and that the 
entire cost of procuring it, 100,000 kronor, is at 
once written off. Then there will be no tax to 
pay, and the method of financing the purchase is 
a combination of self-financing and financing by 
way of tax credit. In the diagram the line O—L, 
is assumed to represent the sum invested, 100,000 
kronor. 

Let us suppose now that the tax regulations 
have been tightened up, so that the firm has to be 
content with a 30 % write-off on the investment. 
Seeing that now there is a tax to be paid, the 
liquid funds will be reduced, and if no other 
sources from which to finance the investment are 
available, the investment too will have to be on a 
smaller scale. The maximum sum that can be in- 
vested may be calculated as follows (amounts in 
thousand kronor) : 


Investment I° 


Wallet 
I00 


Tax ce [100 - 38 ~ *} 
I0o I00 


Since the investment + the tax =— available 
liquid funds, we get: 

ieee . (100 - 32°) = x00 

I00 100 

I=59 

Accordingly, owing to the weakening of the 
firm’s liquidity position its investments have to 
be limited to 59,000 kronor, corresponding to Le» 
in the diagram. If, on the other hand, the amount 
that corresponds to the tax can be borrowed it 
will still be possible to invest 100,000 kronor, 
although on account of the interest payments it is. 
assumed that this investment will not prove suf- 
ficiently profitable, so that the investment pro- 
gramme is reduced (in the diagram to P2). 

There may be reason to presume that in the 
great majority of cases it is the effect on the 
firm’s liquidity of the restriction on writing off 
for depreciation that has been of most signifi- 
cance. Under boom conditions a far larger number 
of schemes are usually judged to be profitable 
than the financial possibilities would justify. Even 
after some falling-off in profitability has occur- 
red the total number of profitable schemes may 
be greater than the supply of capital. 

In the introduction to this article it was pointed 
out that the Business Profits Taxation Committee 
had aimed at drawing up writing-off rules that 
were neutral from the business-cycle standpoint. 
Essentially, of course, any tightening-up of an 
entirely free right to effect write-offs is bound 
to have the effect of suppressing investment ac- 
tivities during a boom. The gist of the argument 
is that the right to write off should be limited to 
sanctioning such write-offs as may be justified 
from the point of view of business economy and 
such as do not entail the postponement of the 
payment of tax on any profit that may have been 
earned. The writing-off percentages recommended 
by the Committee and subsequently confirmed by 
law (30 % on the book value or 20 % on the cost 
value) were in the Committee’s view sufficiently 
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liberal to enable the private firm to pursue con- 
sistently a given writing-off method devised on a 
theoretical basis. Although narrower limits might 
be justified on the grounds of trade-cycle policy, 
the Committee did not consider that it could 
recommend any further restriction seeing that it 
was a question of general writing-off percentages 
applicable to all business sectors. 

So. long as stable price conditions prevail, it is 
no doubt quite correct that in the great majority 
of cases the new rules allow fully adequate write- 
offs from the business economy standpoint. The 
problem becomes more complicated in a situation 
in which prices are rising. If the aim of a firm’s 
writing-off policy is to be able by means of its 
depreciation funds to finance its replacement 
purchases, the write-offs must be calculated on 
the assets’ current replacement value and not on 
their original cost value. Further provisos to 
ensure that these write-offs shall be adequate are 
that the writing-off period is correctly computed 
and that the depreciation funds are invested in 
capital goods the value of which lasts as long, or 
which» follow the same price trend, as the objects 
that are written off. 

Now, we are all aware that the new rules do 
not — any more than the rules governing free 
writing-off — accept any value other than the 
original cost value as the basis for writing-off. Is 
it nevertheless possible in the event of prices rising 
to obtain a sufficient amount of depreciation 
funds for financing reinvestment on the required 
scale? To enable us to answer this question we 
must know something not only about the rate at 
which prices rise but also about two other factors, 
viz. the period during which the assets should on 
business-economy principles be written off, and 
the manner in which the investments develop. 

First of all, we can confine the discussion to 
the subject of one individual machine. If the price 
increase is continuous, then the depreciation funds 
saved by the firm when writing off under the 
tax regulations can never, of course, be as large 
as if the write-off had been estimated on the 
renewal value. This holds good irrespective of the 
length of the period in the latter case. If, however, 
the “correct” writing-off period is essentially 
longer than the five years within which the writ- 


ing-off for tax purposes is allowed to be effected, 
in certain circumstances the interest on the de- 
preciation funds may compensate for the write- 
offs’ not having been allowed to be computed on 
the rising renewal value, though this presupposes 
a very moderate price increase. 

It is, however, a matter of greater interest to’ 
examine the writing-off problem as it affects the 
entire aggregate of objects subject to depreciation, 
e.g. the entire mechanical equipment. Let us, then, 
first assume that procurement takes place con- 
tinuously without any expansion. It is not possible 
here either for the write-offs for tax purposes 
ever to reach the same annual amounts as the total 
written off on the replacement value so long as 
the price level goes up. This applies irrespective 
of the percentage at which the write-off is ef- 
fected. Writing off at a rate of, say, 5 % on the 
replacement value is bound, if prices are rising, 
invariably to yield greater annual write-off 
amounts than it would at the rate of 20 % on the 
original cost value as far as the mechanical plant 
as a whole is concerned. 

The position may be quite different in the case 
of expansive investment. The fact that the initial 
write-offs permitted for tax purposes are calcu- 
lated at a high percentage on an ever-increasing 
volume of investments may cause the annual write- 
off to be for a higher amount than when calcu- 
lated on a current value that has increased owing 
to a rise in prices but at a lower writing-off per- 
centage. As we have to take into account three 
different variables (length of life in service, the 
rise in prices and the degree of expansion) it 
becomes a complicated matter to show generally 
under what conditions this may take place. 

In regard to buildings, no appreciable amend- 
ments to the writing-off rules were made in 1955. 
Generally speaking, as regards industrial buildings 
2 or, at the most, 3 % are allowed for write-offs 
on the procurement value or the assessment value. 
As it is here a question of assets having a longer 
life than that of machinery, the difference between 
the procurement value and the replacement value 
is often considerable during a long period of 
inflation. In the majority of cases, therefore, it 
may be impossible to finance replacements by 
means of depreciation allowances. 
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The rules governing stock valuation 


Just as a firm that effects radical write-offs on 
its fixed assets may postpone its statement of 
profits and consequently — insofar as its write- 
offs are accepted for tax purposes — its tax pay- 
ments, the same effect can be obtained through 
writing down stocks more heavily than is required 
on the grounds of business economy. This tax 
credit may then be utilized for financing not only 
an increase in stocks but also fixed assets and ex- 
penditure generally. If the rules setting a limit to 
writing off are to have the effect of controlling 
the business cycle, they must be supplemented with 
rules that set a limit to the valuation of stocks. 
This was the argument of the Business Profits 
Taxation Committee, and purely as a matter of 
principle it must be considered correct. 

If, now, we look at the problem from the fi- 
nancing point of view, the opinion is frequently 
expressed alike in the literature on business econ- 
omy and by practical businessmen that the profit 
should be so calculated that consumed or sold 
stocks can, even if prices go up, be replaced with- 
out the firm’s requiring to obtain capital from 
outside. I would not assert that this view is the 
only correct one from the standpoint of business 
economy, since opinions may differ as to the aim 
of matching the profit. However, there is much to 
be said in favour of the principle that a firm 
should not account for, be taxed for and pay 
dividends on a larger amount of profit than that 
which arises after the firm’s capacity for holding 
stocks has been financially assured. 

Nor can anyone claim that the adoption of such 
a principle in accounting for profit may have the 
effect of encouraging investments and intensi- 
fying inflation. It is not a question of enabling 
the firm to finance free of tax some increase in 
stocks or an expansion in some other field but 
merely of preserving its hitherto existing capacity. 

When it comes to seeing to what extent the stock 
valuation rules provide for business firms’ fi- 
nancing requirements in this respect, we should 
first of all remind ourselves that the main rule is 
based on a certain formally fixed rate for writing 
down the stocks’ current value at the time of the 
closing of the books. This value is either the cost 
value according to the rule “first in — first out’, 


FIFO — or the replacement value, whichever is 
the lower, a certain deduction being allowed for 
goods that are no longer in demand. After the 
new rules have come fully into effect in 1959, 
the current stock valuation obtained in this man- 
ner may be written down by 60 %, i.e. to 40 %. 

These writing-down possibilities may appear to 
be extremely favourable for business firms — 
and there is no denying that the Swedish valuation 
regulations are far more favourable than cor- 
responding rules in many other countries. Never- 
theless it is questionable whether the rules are 
satisfactory under all circumstances if due heed 
is paid to the firms’ financing requirements. 

It is open to discussion whether our Swedish 
firms do actually write down their stocks. Should 
not the current value (i.e. the lowest value as 
indicated above, due regard being paid to goods 
no longer in demand) be the only correct balance- 
sheet value when estimating the firm’s true prof- 
it? 

Since in the field of business economy stock 
valuation is frequently accepted at a lower value 
than that just mentioned, this is dictated mainly 
by two motives, which need not necessarily be in 
accord with one another, nor are they in direct 
contrast with one another : 

1) A fall in prices may be expected. 

2) Prices have gone up. 

As to the first motive, it is a common one in 
Swedish business economy. It forms a link in the 
chain of efforts commonly made in Sweden to © 
level out the results as between good and bad 
years. When commodity prices are high, it usually 
means good times and consequently good profits. 
When market conditions change, prices fall and 
the profits are lower or turn into losses. By 
establishing secret reserves in stocks during 
prosperous years and drawing on them in less 
satisfactory years the graph showing the results 
becomes more regular than it would otherwise 
have been. From the accountancy standpoint los- 
ses can be avoided in this way, and this is an 
advantage from the tax point of view so long as 
no open levelling-out of losses is permitted. 

It may be mentioned that this levelling-out 
method is by no means universally accepted 
abroad. The view is not uncommonly held that 
the firm is bound as far as is possible to show a 


el Ree 


| 
| 
| 
) 


QUARTERLY REVIEW. JULY 1957 69 
a ae ET a a 


realistic result each year — even if the result 
should be a loss. In that case, however, it is often 
permitted for tax purposes to set off the loss 
against profits earned in other years. 

If an attempt is to be made, taking as our 
starting-point the risk of a fall in prices, to judge 
the reasonableness of our main rule on stock 
valuation, we are bound to consider it to be very 
liberal, regarded as a general rule. Although there 
are, of course, firms whose stocks may be ex- 
pected to decline in value by 60 % at current 
prices, this can by no means apply to all busines- 
ses. We can imagine, for instance, a firm that is 
now being started in a line of business that is not 
particularly sensitive to price fluctuations on a 


‘capital of, say, 100,000 kronor, which is invested 


in commodity stocks. After a year’s trading the 
firm has the same stock in hand, which may be 
assumed to have neither risen nor fallen in price. 
Although no fall in prices need be expected in the 
prevailing situation, the firm is nevertheless en- 
abled to write down its stocks to 40,000 kronor 
provided the gross profit is large enough to per- 
mit its doing so. By this means the firm obtains 
— if the tax rate is 50 % — a tax credit of 
30,000 kronor, which can be utilized to finance 
the firm’s investments. As it is here not a ques- 
tion of re-investments but of new investments, 
the system of taxation contributes towards en- 
abling an expansion in this case. 

It is of course unlikely that so large a write- 
down as 60 % can be effected in a year, seeing 
that a newly started firm does not usually make 
such big profits. But even if the writing-down is 
done in stages, the effect will be the same, al- 
though at longer range. 

From the above remarks the reader may easily 
get the impression that the author is in favour of 
more stringent valuation rules. This, however, 
would be to draw too hasty an inference. In the 
example given, it was a question of a firm that 
had not experienced any rise in prices and one in 
which the risk of a fall in prices could not be 
regarded as particularly great. Let us now see 
instead how the rule works in the case of a firm 
that has been conducting business during a long 
period of rising prices. 

First, however, we can confine ourselves to 
studying the effect of the rise in prices in the 
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course of a single year. We may assume, as we 
did just now, that a firm invests 100,000 kronor 
in a stock of goods. This is sold for 150,000 kro- 
nor but has to be replaced at once at a price 20 % 
higher, i.e. at 120,000 kronor. How large is the 
profit earned by the firm? Some will say 50,000, 
others 30,000. The answer depends on how we 
define the term “profit”. If we make it as our 
objective in ascertaining the result that the profit 
shall not comprise any of the capital that is re- 
quired for keeping the original stocks quantita- 
tively unchanged, then the profit is only 30,000 
kronor. In the firm’s books this profit will appear 
through the stocks’ being booked at 100,000 kro- 
nor, not at 120,000 kronor. Thus far, in fact, the 
tax regulations are satisfactory in that they per- 
mit of the stocks’ being written down from 
120,000, which the law deems to be the proper 
stock valuation, to 100,000 kronor (and lower, if 
desired). 

Now, however, assume that on the first occasion 
the stocks had already been acquired before the 
war at 100,000 and that they are now worth 
500,000 kronor at the day’s price. In quantity the 
stocks are the same as at the outset. Should they 
be kept financed throughout the period without 
any additional capital, the amount corresponding 
to the rise in prices must be kept outside the prof- 
it statement, this being achieved by maintaining 
the value of the stocks throughout the period at 
100,000 kronor. The tax rules, however, do not 
permit the stocks to be valued at less than 200,000 
kronor, which means that the difference — 
100,000 — has been taxed during the period. 
From the standpoint that is relevant here, this 
amount is to be regarded as a fictitious profit. 
An amount equivalent to the tax paid will have 
to be contributed for financing the gradual 
procuring of the replacements. 

In a situation of this kind, then, the tax rules 
must have an effect exactly the opposite to that 
in the first example. If the demand that the rules 
shall be neutral in regard to business firms’ in- 
vestment activities and financing requirements is 
to be consistently met, then the rules should have 
been based on some form of “‘base stocks” method 
or on the valuation rule that is akin to it: “last 
in — first out”, LIFO. 

The percentage writing-down method based on 
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the FIFO value likewise has this disadvantage, 
that a quantitative change in stocks no less than 
one caused by price movements involves respec- 
tively an increase and a diminution of the secret 
reserve formed through writing down their value, 
so that profit and tax alike are affected in an 
unsystematic manner. The supplementary rule 
applicable in the case of a diminution of stocks 
under which the secret reserve must be calculated 
on the average of the two immediately preceding 
years’ stocks has, however, its merits, and the 
same may be said of the other supplementary 
rule governing raw materials and staple goods. 
Both these rules have a financing effect which to 
some extent and in different respects is similar 
to base stocks valuation, but it should perhaps be 
pointed out that they cannot for any length of 
time contribute towards maintaining the firm’s 
business capacity. 


The investment reserves 


As was mentioned in the introduction, the aim 
of the investment reserves is to exert a direct 
influence on business firms’ investment activities. 
One of the most important innovations in the 
legislation passed in 1955 on investment reserves 
is that 40 % of the amount set aside shall be 
blocked by being deposited in the Riksbank. It 
can certainly be said that the effect of the earlier 
investment reserves on business-cycle policy was 
extremely small, if they had any effect at all. On 
account of the strict rules governing their rein- 
statement for tax purposes after a certain time 
only insignificant amounts were set aside. And 
in those cases in which such appropriations were 
made, there was no need whatever to sterilize the 
funds placed to reserve, the consequence of which 
was that they could very well be immediately 
invested in the business — which was not at all 
the intention. 

The 40 % sterilization has this substantial 
advantage from the point of view of business-cycle 
policy, that the reserve cannot be invested in its 
entirety before permission to do so has been ob- 
tained, i.e. in a situation in which it is considered 
that investment activities should be encouraged. 
When that time comes there is always available 


some portion of the liquid funds necessary for 
financing purposes — which could not be pre- 
sumed to be the case in regard to the earlier 
reserves. The ideal, from the business-cycle stand- 
point, would have been for 100 % instead of 
40 % to have been sterilized, but the consequence 
would undoubtedly have been that no firms would 
have been interested in making allocations to a 
reserve, since it would have been more advanta- 
geous from the point of view of liquidity to pay 
the tax on the profits. Thanks to the amount to be 
sterilized being made lower than what the tax 
would have amounted to, firms are enabled to 
improve their liquidity somewhat by setting money 
aside to a reserve. This possibility of improve- 
ment has been further enhanced through the tax 
rate being raised — which the Business Profits 
Taxation Committee had not foreseen. 

In spite of 40 % of the reserved amount having 
to be paid in to the Riksbank, firms do not neces- 
sarily find themselves in a very much worse liqui- 
dity position if the reserve system of 1955 is 
applied to 100 % than if the 1947 rules had been 
in force; for nowadays 40 % of the profit may 
be set aside annually as a business investment 
reserve — as compared with, as a rule, only 20 % 
formerly. If, then, the profit on which the alloca- 
tion has to be calculated amounts to 100,000 kro- 
nor, 40,000 kronor may now be set aside, of 
which amount 16,000 kronor has to be deposited 
in the Riksbank. The tax is 60,000 kronor; at a 
tax rate for national and municipal income tax of ~ 
57 % it thus works out at 34,200 kronor. Alto- 
gether the firm parts with 50,200 kronor. Ac- 
cording to the regulations passed in 1947 the 
amount set aside would be 20,000 kronor and the 
tax at the current tax rate would have amounted 
to 57 % of 80,000 kronor = 45,600 kronor. The 
decline in liquidity under the new system compared 
with the old is thus 4,600 kronor. 

A number of quite substantial advantages of 
the new system over the old should be noted. 
Nowadays, for instance, firms need not reinstate 
the reserves for tax purposes after a certain peri- 
od. However, the Labour Market Board may 
require that in a certain market situation the re- 
serves shall be utilized, and if for any reason this 
is not done the amount set aside is subject to tax 
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plus 10 %. On the other hand, the firm is allowed 
a 10 % reduction when by permission of or by 
order of the Labour Market Board the reserve is 
used for investment purposes. 

Another advantage is that after 5 years the 
firms may without obtaining permission dispose 
of 30 % of the amount set aside for investment 
purposes, a corresponding proportion of the bal- 
ance in the Riksbank being withdrawn with that 
object. 

Further, the fact that when setting aside an 
amount to reserve it is not necessary to state the 
exact purpose must be regarded as an improve- 
ment. It is only when the time has come to utilize 
the reserve that a decision has to be made. For- 
merly it had to be indicated already at the time of 
making the appropriation whether the reserve was 
intended for investment in buildings, machinery 
CLC; 

A number of businessmen have shown a mani- 
fest interest in the new investment reserves, while 
others have adopted a more reserved attitude. In 
their choice between availing themselves of the 
possibilities of writing-off, writing down stocks 
and placing to investment reserve firms have 
quite often chosen the two first-mentioned alterna- 
tives. The primary explanation of this is no doubt 
that placing to reserve, in contrast to writing off 
and writing down stocks, at once worsens their 
liquidity. Insofar as there are no objects that can 
be written off or written down or — as many 
firms will find in the next few years — insofar 
as it becomes necessary to write up the value of 
stocks compared with an earlier valuation, the 
investment reserves are likely to offer advantages 


_ to those firms which need to improve their liq- 


uidity. 


The rate of tax 


Like the restriction on the right to write off 
and write down, raising the tax rate for the na- 
tional taxation of income earned by corporations 
from 40 % to 50 % — that is to say a 25 per 
cent. rise — has the effect of weakening business 
firms’ liquidity. In one essential respect, however, 
there is an important difference in the mode of 
operation. 


The aim in tightening up the writing-off and 
writing-down rules is not definitively to deprive 
the firm of funds but to reduce the firm’s possi- 
bilities of obtaining tax credit. The total tax 
(apart from interest) should in the long run 
amount to the same stm as under conditions of 
free writing-off and stock valuation provided that 
the firms are not enabled on the grounds of ex- 
panding their business to make the tax credit 
permanent. A further proviso is that the tax shall 
be levied according to the same principles, so that 
any change in the taxation shall not entail the 
profit’s being taxed at a higher or a lower rate. 

In contrast to that possibility, raising the tax 
rate will involve the firms’ being definitively 
deprived of a larger proportion of their profits 
than before. This will reduce their chances, not 
only in the short run but even in the longer run, 
of conducting their investment activities on a self- 
financing basis. 

If the aim of raising the rate of tax is to 
weaken the firms’ investment possibilities, this 
aim is in reality counteracted by the fact that it 
creates a stronger inducement for the firms to 
take steps to reduce the amount of profit ac- 
counted for, thereby reducing the tax as well. 
These steps may consist in investing or spending 
on a greater scale than would otherwise have come 
into question. The limitation imposed on the right 
to effect write-offs has naturally reduced the 
possibility of immediately obtaining tax relief by 
that means, but when the rate of tax is so high as 
5560 % the possibility of making an initial 
write-off of 30 % would also probably act as a 
powerful inducement to invest. 

Moreover, there are the very unfavourable ef- 
fects of a high tax rate upon a firm’s chances of 
procuring fresh venture capital. If a new issue 
presumes a dividend of 6—7 %, the capital in the 
hands of the firm must give a 16—18 % yield 
before tax (account being also taken of compulso- 
ry reserving). The tax system has this unfortunate 
effect, that the requirement of profit-earning ca- 
pacity is bound to be highly differentiated in 
regard to capital that has been acquired through 
contributions from the shareholders, by self-fi- 
nancing and by borrowing. 
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The investment duty 


The investment duty is an extra tax on business 
firms’ investments and, as mentioned above, may 
be placed in the category of gross taxation or, to 
be more precise, taxation on expenditure. 

It is obvious that an investment duty entails 
both a worsening of liquidity and a worsening of 
the profit earning capacity. The worsening of 
liquidity is offset in some measure by the duty’s 
being deductible upon the assessment for income 
tax. At so high a tax rate as 55—60 % the im- 
provement in liquidity gained through the deduc- 
tion is not entirely insignificant. 

There would not seem to be much objection, in 
principle, to an investment duty’s being imposed 
at times when investment activities are considered 
to be far too expansive. If, however, it is to be 
counted upon to have its full effect, the duty must 
be a temporary one and not made permanent. For 
an effect designed to postpone investment must 
always be stronger than one that definitely aims 
at putting a brake on investment. If firms have 
reason to believe that the investment duty will be 
imposed for a long time ahead, they will soon 
adapt their estimates of earning capacity and their 
financing plans accordingly. Perhaps only the 
least profitable projects will be abandoned. If, on 
the other hand, one can rely upon the duty’s being 
merely temporary, it is likely that even more es- 
sential and profitable investments can be post- 
poned for a year or so. 

Nevertheless, a decided disadvantage of an in- 
vestment duty which, though of short duration, 
has been imposed at short notice is that it cannot 
invariably achieve the effect intended owing to 
the firms’ having made their plans and resolved 
upon their investments far in advance. The in- 
vestment is frequently of such a nature that it is 
impossible to upset the plan without serious dif- 
ficulty. In that case the duty does not have the 
intended effect of postponing the investment, and 
the chief result will be that an extra burden will 
be placed on the firm’s liquidity and earning 
capacity, which may perhaps not have any reaction 
upon its investments until a situation arises in 
which a restriction on investments is no longer 
necessary. 


In another context the writer has suggested the 
desirability of enabling an investment duty to be 
supplemented by something having the opposite 
effect, viz. by investment premiums at times when 
it is considered that business investments need a 
stimulus.t Situations are conceivable in which it 
is not sufficient merely to abolish the investment 
duty and some of the other measures designed to 
limit investments, but positive action has to be 
taken. It would not be out of place perhaps to 
consider now at once how this can suitably be 
done. 


What forms of relief in business taxation 
are of the greatest urgency? 


In the book “‘Recept mot inflation” (A Remedy 
against Inflation) two professors have expressed 
themselves in favour of moderating company 
taxation in the prevailing situation. Professor 
Erik Lindahl writes: 


»Saving by business firms should be facilitated by a 
revision being undertaken of the rules governing valua- 
tion and writing-off and also by reducing the percentage 
rate of the corporation tax. — Formerly very liberal 
rules were applied to valuation and writing-off. The re- 
cently undertaken redrafting of these rules has actually 
entailed a substantial increase in the taxation of business 
firms, particularly in regard to companies. At the same 
time the corporation tax has been raised, albeit only 
temporarily perhaps, from 40 to 50 per cent. This double 
tax increase hits corporations with all its force just as 
they have left the high-profit phase of the inflation behind 
them and are trying to find their bearings in a tightened- 
up economic situation with only moderate earnings — 
apart from purely book profits derived from writing up 
assets at a time when the value of money is lower. Un- 
less, therefore, the taxation of businesses is revised, it 
is to be feared that there may be a drastic decline in 
saving by firms — a serious matter particularly in view 
of the great importance attaching to this form of saving 
for financing the creation of capital in industry.» 


Professor Erik Lundberg dwells at length on 
the question of freer credit — and a capital mar- 
ket that would provide better conditions for ef- 
fective competition on the commodity market. In 
this context he writes: 

»>These arguments provide sound motives — over and 
above those that are usually brought forward — for 
lowering the prevailing unreasonably heavy taxation of 
business profits. From the standpoint of the necessary 


supply of business firms’ saving — a decline cannot be 
made up from other sources — a lowering of the tax 


1 Ekonomen no. 20/1956. 
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is justified if and when under the pressure of a strict 
credit policy and effective competition the level of gross 
profit shows a downward tendency. From its general 
aspects it is more satisfactory to have a relatively low 
level of profit due to effectively functioning competition 
on the credit and commodity markets than to arrive at 
this result with the aid of high tax rates. In actual fact, 
a substantial lowering of the present abnormally high 
tax rates is regarded as a vital prerequisite for bringing 
about a better equilibrium on the credit and capital mar- 
kets. Borrowing from a bank or taking up a bond issue 
is obviously an unreasonably cheap method of financing 
especially when a depreciation of the value of money is 
expected — compared with financing out of its own 
funds or by an issue of shares. This serious distortion of 
the costs of financing for investment purposes, which 
thus contributes towards increasing the pressure on the 
loan markets and maintaining the margins of profit, 
would be weakened if the taxation on businesses were 
reduced to a reasonable level.» 

Weare no longer in a situation in which invest- 
ment activities in the private sector are carried to 
extremes. Even from the economic point of view 
it would seem expedient to give firms a freer 
hand in carrying out their investment pro- 
grammes. Technical progress makes it essential 
within the immediate future to venture upon 
long-term investments. Insofar as the communi- 
ty’s capital resources are insufficient, it would be 
more in keeping with the situation to limit con- 
sumption than to limit investments. 

In the situation as it is today the most urgent 
step from various points of view is drastically to 
reduce the rate of tax. Reversion from 50 % to 
40 % is not an adequate scale of reduction. Only 
if the tax rate were brought down to 20 or 30 % 
should we get rid of the worst distorting repercus- 
sions. Alternatively, it is conceivable that the tax 
rate might be reduced to 40 % only, but that the 
right to deduction for a certain amount of divi- 
dend might be introduced. This deduction would 
then have to be computed on the entire capital 
and reserves accounted for, preferably not merely 
on the share capital. However, this system, com- 
pared with that entailing a lower rate of tax, has 
the disadvantage that the marginal tax will still be 
high, with all the distorting effects that involves. 

Cutting down the tax rate to half would deprive 
the Government of 600—7o00 mill. kronor in tax 
revenues, presuming the taxable profit to be the 
same as before. According to a Committee’s re- 
cently published report, the estimated revenues 
from an all-round indirect tax on consumption 


work out at 210—270 mill. kronor for each per- 
centage of tax. Would it not be worth discussing 
whether a turnover tax of a few per cent. would 
not be a conceivable alternative to the existing ir- 
rational rate applied to the corporation tax? 

Further, in regard to stock valuation it would 
seem to be a matter of urgency to introduce a 
supplementary rule to the effect that business 
firms would be allowed to apply some form of 
base stocks system whereby they could be guaran- 
teed that a quantitatively unchanged volume of 
stocks might be kept financed without any addi- 
tional supply of capital. 

As pointed out above, no sound justification for 
the investment duty can be said to exist in the 
present situation. Pursuant to a resolution of the 
Riksdag, this duty will moreover cease to be 
exacted next year. It will then be superseded by 
another tax on expenditure — the energy tax —, 
which is calculated to have a less restrictive ef- 
fect on investments.t 

The writing-off rules, on the other hand, would 
probably in most cases give firms adequate scope 
for effecting write-offs that would be fully jus- 
tified from the point of view of business economy 
so long as the rise in prices is moderate and the 
volume of investment is allowed to expand some- 
what. In the case of buildings, however, more 
practical rules should be introduced making it 
permissible to write off on the current pro- 
curement value. 

The right to an open levelling-out of results as 
between different income years is likely to be 
granted in the near future, now that a new com- 
mittee has been given the task of investigating the 
question further. A reform on these lines is, of 
course, a matter of great urgency. 

It not infrequently happens in public discussion 
that too much stress is laid on the significance of 
improving those rules which are only concerned 
with periodizing, and far too little importance 
perhaps is attached to the essential point, that is 
to say, bringing about that definitive improvement 
which a lower rate of tax implies. 


1 For reasons of space, it has not been possible in this 
dissertation to discuss the intricate problems connected with 
this and other forms of taxes on expenditure. 
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THE SWEDISH NATIONAL INSTITUTE 
OF ECONOMIC RESEARCH 


BY BENT HANSEN, PROFESSOR AND DIRECTOR OF THE INSTITUTE 


The Swedish National Institute of Economic 
Research (Konjunkturinstitutet), is often de- 
scribed, with some justification, as in some re- 
spects unique. Here is an economic research insti- 
tution which is organised as a department under 
the Ministry of Finance, but which is not bound 
in its work by political considerations ; formally 
a government department but actually an inde- 
pendent scientific research institution. The pecu- 
liar characteristic in the situation of the institute 
is not, of course, that it is at the same time state 
owned and scientific; in modern democratic 
states, as can be seen from the example of state 
universities, state control is by no means an 
obstacle to scientific independence — rather the 
reverse. The unusual factor is rather that the 
Institute of Economic Research, which is so close 
to the important policy-making bodies, has as one 
of its main tasks to analyse and appraise such a 
delicate subject as economic development, a task 
that frequently involves implicit criticism of eco- 
nomic policy, and in spite of this enjoys complete 
scientific freedom. 

The organisation and work of the Institute of 
Economic Research are probably not very familiar 
to the general public. Since there is at present 
considerable interest in other countries in eco- 
nomic research institutes of the Swedish type a 
brief account of the formal and actual positions 
of the institute and of its current research activity 
may be of some interest. 


Establishment and development 


In the great investigation on unemployment in 
the 1930s the committee proposed the establish- 


ment of a special research organisation with the 
task of studying current economic developments. 
After a good deal of discussion the Riksdag 
decided in 1936 to set up an economic research 
institute. For this purpose the Government ap- 
pointed in 1936 a board for the Economic 
Research Institute and instructed it to investigate 
what forms the institute’s activity should take. On 
April 2nd, 1937, these provisions were laid down 
for the work of the institute; its direction was in 
the hands of the board (which had the same 
structure as at present, see below); investiga- 
tions were to be carried out by two experts and 
other persons appointed by the board as required. 
The activities were organised during 1937 and 
1938. Dr. Erik Lundberg was appointed as the 
first expert; he later became director of the insti- 
tute, and has the credit of having organised the 
institute and led it forward to the position it has 
today. When war broke out in 1939 most of the 
work of the institute was suspended and its em- 
ployees were transferred to various emergency 
organisations. Some activity went on, however, 
partly on a voluntary basis. Normal regular activ- 
ity was resumed on October Ist 1943, and after 
July 1st 1944 the institute was able to work at 
about the same scale as before the war. At this 
time Lundberg was appointed professor in the 
institute and director of its investigations; apart 
from this the organisation was broadly speaking 
the same as before the war. In 1946 the institute 
was reorganised; the major change was that the 
direction was transferred from the board to the 
professor, who received the title of professor and 
director of the National Institute of Economic 


Research. Since then the board only has to | 
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scrutinize the institute’s publications in advance 
and give advice on various questions. The 1946 
organisation remains today, apart from a few 
minor changes. Its main features will be described 
and discussed in the next section. 

The development has thus been in the direction 
of greater independence for the institute. Mean- 
while there has been a great expansion of its 
activity, which can be seen from the following 
figures on appropriations for the institute in the 
Government budget: 


Total appropriations 
from the budget 


BMTOUeT torts ws ek 89,600 kr. 
NOSES eo GI a ca 113,100 > 
linda o's a A 216,500 » 
BORER Mer 402, (cry les ley 373,200 » 
MSMISDMR AS i) 2 2 ie 8. as 440,200 » 
2/1). BQ 594,500 » 
DESIRE her sk es 774,600 » 


1 According to the budget proposals for 1957. 


Even when the reduced value of money and 
wage and salary increases are taken into con- 
sideration the increase in the grants to the insti- 
tute is very considerable. Besides the above-men- 
tioned grants the Institute of Economic Research 
has in certain cases been able to obtain money 
from other sources. In 1956/57 it is conducting 
an investigation into personal savings in 1955; 
76,000 kr. has been provided for this investiga- 
tion by contributions from private and public 
sources besides the institute’s normal grant. Some- 
thing of this sort will probably also be the case 
in 1957/58. 

The institute’s 1956/57 grant is divided up as 
follows : 


SWS Bn coe ey ee eB 408,000 
Other expenditure... +... - 88,500 
Special investigations. ....... 60,000 
Konjunkturjournden ........ 38,000 


Of these, the first two items may be regarded 
as permanent. 

The staff consists at present of 25 persons, of 
whom 15 have university degrees. Of the aca- 
demically qualified persons, the director is to be 
of the standard of a professor and the two 
‘experts’ are normally assumed to be of the 
standard of a “docent” (i.e. an associate profes-. 


sor). Then there is a research secretary (who also 
deals with the purely administrative matters), 
a research assistant, an econometrician, a statis- 
tician, and 7 other assistants with university de- 
grees, usually with Economics as their main sub- 
ject, 


Present organisation 


The Government’s instructions to the National 
Institute of Economic Research give the general 
regulations for its activity. According to this it 
is the duty of the Institute 

1. to follow and analyse economic developments 
inside and outside the country, 

2. to follow the scientific discussion within 
those areas of Economics that concern the work 
of the institute, 

3. to carry out such research in connection with 
this as it finds reasonable, and 

4. in consultation with departments and au- 
thorities, associations and federations that work 
in closely related fields, to further the collection 
and examination of statistical material of signif- 
icance for the study of economic development. 

The duties of the institute can thus, broadly 
speaking, be said to be to study current economic 
development and to carry out such research as 
seems to the institute justified in connection with 
this. In practice this clearly means that the Insti- 
tute of Economic Research can conduct research 
within all branches of Economics (and other 
social sciences), although in the circumstances 
fundamental theoretical research will naturally 
have a quantitatively speaking secondary place in 
the institute’s research programme. 

The institute is directed by a “professor and 
director” appointed by the Government; he on 
the one hand makes decisions on matters within 
the jurisdiction of the institute, and on the other 
hand is responsible to the Government for the 
fulfilment of the duties of the institute. 

Terms of employment with the institute are — 
at least as far as the higher appointments are 
concerned — fairly flexible. It is perhaps re- 
markable that the director is only appointed for 6 
years; this is however probably connected with 
the fact that a limited term of office is normal 
for departmental chiefs in Sweden. It is less 
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remarkable that the experts are only employed 
“until further notice’; the intention here is to 
make possible a relatively fast turnover in these 
appointments to prevent the research work from 
becoming fixed in rigid lines. On the whole this 
seems to be a sensible arrangement. 

Also connected with the institute is the above- 
mentioned “Board of the National Institute of 
Economic Research”, which consists of. the 
Governor of the Riksbank, and the chiefs of the 
Social Welfare Board, the Board of Trade and 
the Central Bureau of Statistics and one member 
specially appointed by the Government (who has 
so far been the Under Secretary of the Ministry 
of Finance). The most important task of this 
board is “to study beforehand proposed publica- 
tions that have been written within the institute 
and decide on the question of their publication”. 

Finally we should perhaps mention the obvious 
circumstance that the means for the activities of 
the institute are normally granted by the Riksdag 
and placed at the disposal of the institute. 

Against this background the question of the 
institute’s scientific independence can be dis- 
cussed. If we consider any particular research 
project, the work can be divided into three stages. 
First the means to cover the costs must be se- 
cured; then the work must be carried out; and 
finally the question of the publication of the 
results must be decided. 

The costs of any given project must normally 
(apart from special cases where means are ob- 
tained from other sources) be covered by the 
money granted by the Riksdag. Here there arises, 
naturally, the possibility that the Government or 
the Riksdag might “suppress” research projects ; 
in this respect, however, the position of the insti- 
tute is in no way different from all the other 
research that is dependent on state contributions. 
if research projects are ‘‘suppressed”, this is not, 
in practice, because they are considered embar- 
rassing by the Government or the parliamentary 
majority, but for the more prosaic reason that 
research naturally has to compete, within more 
or less clearly defined limits, with all the other 
things that require state support; we are all 
living under the bleak prospects of scarcity, and 
not even the most important research project can 


demand an absolute priority. It is, however, of 
great significance in this connection that the 
major part of the institute’s appropriation is of 
a permanent nature and is granted without de- 
tailed specifications as to its use; within the 
limits of these permanent grants the institute has 
complete freedom of action. Finally it should be 
pointed out that the institute — at least according 
to my own limited experience — has an advantage 
over, e.g., similar institutions attached to the state 
universities, in that its requests for grants go 
straight to the Ministry of Finance, while those 
of the institutes in the state universities have to 
pass through a series of needles’ eyes before 
reaching it; on the other hand it is a more delicate 
matter for the Institute of Economic Research 
than for the state universities to obtain and ac- 
cept assistance from State und private funds. On 
the whole, the position of the Institute as regards 
obtaining funds for research seems to be no worse 
than that of the state universities. 

As far as the actual research work within the 
institute is concerned the position is quite simple; 
once the funds have been granted and placed at 
the institute’s disposal nobody outside the insti- 
tute can, against the will of the institute, affect 
the conduct of the work and the consequent 
results. In this respect the position of the insti- 
tute is exactly the same as that of a research 
institute in a state university. 

Finally, there is the question of the publication 
of results. Here the Board of the 
Research Institute comes into the picture; ac- 
cording to its instructions the board is to ‘examine 
in advance proposed publications that have been 
drawn up within the institute and decide about 
their publication’. This provision is somewhat 
unclear, but it could be interpreted as a very 
serious limitation of the scientific freedom of the 
institute. If a research institute is not able to 
make public its results without previous cen- 
sorship, then its scientific freedom is not worth 
a jot. The question of the board’s powers has 
therefore been discussed between the board and 
the institute and with the practice that has now 
been developed no limitation of the institute’s 
scientific freedom should result from the ex- 
istence and activities of the board. On the board 
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there is complete agreement that its activities 
should in no wise encroach on the scientific 
integrity of the institute. 

The duties of the board have thus become in 
practice chiefly to act as a very useful organ of 
criticism which frequently points out both factual 
and expository weaknesses. The board consists 
of persons of great expert knowledge in various 
fields with inside information on important sec- 
tions of economic policy. The institute must of 
course take into consideration all the factual 
criticism that can be and are made by the board, 
but it can on the other hand quietly ignore any 
attempts to influence its works that may be made 
for non-factual reasons without any obstacle there- 
by being placed in the way of their publication. It 
is obvious, however, that in principle the board 
is an anomaly. 

I have here spent quite a long time on the ques- 
tion of the organisation of the institute and its 
scientific integrity. The reason for this is obvi- 
ous: when two such delicate things as economic 
policy and scientific freedom come into close 
contact problems can easily arise. In my opinion 
it can be said with confidence that the organisa- 
tion and position of the institute fulfill all the 
demands that can reasonably be made froma scient- 
ific point of view; the institute’s position is dif- 
ferent from, but no worse than, those of the 
research institutes at the Swedish universities. 
What is more important than the formal organ- 
isation, however, is that the Riksdag, the Govern- 
ment, the board and the public, without any 
doubt, want the institute to be an objective, inde- 
pendent scientific research institute and its inde- 
pendence is respected by all with whom it comes 
in contact. 


The work of the institute 


The most important task of the Institute of 
Economic Research is, as was mentioned above, 
to follow and analyse current economic develop- 
ments. The results of this work appear in the 
institute’s regular reports on the economic situa- 
tion, which have at some times been issued twice 
a year, at others, for instance last year and this 


year, only once a year. There are no formal rules 
about this. The immediate intention in the au- 
tumn reports is to provide a basis for the debate 
on the economic situation which the Riksdag 
traditionally holds around the ist November. 
Nowadays there is some synchronisation with 
the work on the national budget (nationalbudget), 
similar to the British Economic Survey and the 
Economic Report of the U. S. president which 
is drawn up not by the institute but by the na- 
tional budget division in the Ministry of Finance. 
The reports are published with summary and 
texts of tables in English in “Meddelanden fran 
konjunkturinstitutet, Serie A”, while the National 
Budget (which is first published as an appendix 
to the budget proposals) appears in ‘“‘Meddelan- 
den, Serie B”; the institute provides a good deal 
of statistical material and so on for the National 
Budget, but is not responsible for this. 

Work on these reports is only a part of the 
work of the institute, although it might be said 
that the major part of the institute’s other re- 
search work aims at reaching, in the short or the 
long run, results that will be useful in helping 
to analyze current economic developments. If 
such analytical work is not to become fixed on 
barren lines or degenerate into mere journalism it 
must continuously be fortified and renewed by 
the results of research in relevant fields. Such 
research work can sometimes produce results in 
a short period, but in many cases it has to be 
spread out over several years with the risk that 
no results at all, or only very small ones, may be 
reached. A research institute that is not provided 
with resources for such independent, time-consu- 
ming research work is hardly worthy of its name. 
The institute has at present not insignificant 
resources for this type of work. From among the 
research projects that are in progress at the 
moment within the institute the following, in 
particular, can be mentioned: 

National accounting and national income and 
product calculations and other related calculations 
are carried on within the institute. It seems 
natural to us that this work should be done by a 
scientific institution. The forms of the national 
accounts must submit to continual changes con- 
nected with the developments of current real 
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economic problems and of economic theory; this 
continuous adjustment and revision of the na- 
tional accounts must take place in close connec- 
tion with theoretical and empirical research work 
and can therefore hardly take place within a statis- 
tical office working more according to routine. 
Also, national income and product calculations 
still involve delicate problems of an advanced 
theoretical nature. Within the institute an expert, 
a statistician and several assistants are more or 
less permanently engaged on this work, and in the 
next budget year it will be further expanded. 

An investigation into the credit market is also 
going on, which has a certain connection with the 
work on the national accounts. One of the aims 
of this is to further the completion of the na- 
tional accounts from the financial side. The results 
of this work are expected to appear in two or 
three years time in a monograph. The institute 
is also concerned with an investigation undertaken 
on behalf of the Stabilisation Committee into the 
reactions of private firms to the investment- 
restricting measures taken in recent years in 
Sweden (credit restrictions, increased interest 
rates and investment duties). 

An investigation on personal savings represents 
another of the institute’s ‘major’ research pro- 
jects. It was started in 1956 with a study of 
savings in 1955 and will be continued in 1958 
with a study of savings in 1957. These investiga- 
tions are on the pattern of the American Surveys 
of Consumer Finances and take the form of 
interviews with a random sample of households. 
An attempt is made to obtain as complete a picture 
as possible of the households’ resources and the 
changes in these during the course of the year. 
In the long run these investigations should be able 
to provide information on the savings habits of 
households that is indispensable for economic po- 
licy. The investigations are rather expensive (the 
1958 investigation will cost about 200,000 kronor) 
and could not have been financed and carried out 
without economic support and other assistance 
from private credit institutions and insurance 
companies. Within the institute an econometrician 
and an assistant are permanently engaged in 
preparing, examining and analysing this material. 

In recent years the “Munich business test 


method” has been applied in regular quarterly 
enquiries of firms in the textiles and engineering 
industries. The method aims at obtaining, through 
qualitative questions, rapid information on the 
most important factors determining the policy of 
the firms, e.g. on their expectations about the 
future. In general current investigations into 
economic planning (of production, prices, invest- 
ment, saving etc.) within households and firms 
should be a necessary condition for successful 
economic forecasts; such investigations are, how- 
ever, rather expensive. 

Among the more long term projects are a 
theoretical and empirical study of the connection 
between investment and productivity, and a nearly 
completed study of inventory fluctuations in post- 
war Sweden. Both of these investigations will be 
published as monographs. 

Finally it should be mentioned that the institute 
will probably undertake an investigation of the 
effects of the shortening of the working week 
that is planned to take place during the next few 
years. This investigation will be spread over 4— 
5 years. 

Besides the institute’s own research projects a 
good deal of work has to be done in drafting 
statements on proposals from government com- 
mission, providing statistics for international 
organisations, etc., etc. 

Konjunkturjournalen, which the institute pub- 
lishes in ten numbers per year, is of a more 
generally informative nature. Konjunkturjourna- 
len provides, in simple and clear diagrammatic 
form, a survey of a number of important interna- 
tional and Swedish statistical series. 

The institute naturally maintains close contact 
and cooperation with the universities, colleges 
and private economic research institutes. 

It should particularly be mentioned here that 
in the near future the institute, in co-operation 
with the research institutes of industry and agri- 
culture is going to undertake a large investigation 
of the input-output type into structural changes 
in the Swedish economy. The investigation is 
expected to take about 4 years. To finance this 
the Ford Foundation has granted, through the 
University of Stockholm, $ 100,000. 


QUARTERLY REVIEW. JULY 1957 79 


International contacts 


The Economic Research Institute maintains a 
considerable number of international contacts. 
This is partly in connection with its work on na- 
tional accounting and calculations of national in- 
come and product in Sweden, partly because of 
the nature of its other work. 

Several of the post-war international organi- 
sations have made great contributions towards 
the standardisation of national product and in- 
come calculations, related statistical calculations 
and other statistics in member countries, and 
these organisations also regularly collect statistical 
information. For obvious reasons the Economic 
Research Institute has dealt with some of these 
international contacts on behalf of Sweden, e.g. 
by taking part in discussions on questions of 
definition and measurement, and by providing 
regular statistical reports. There is also close co- 


operation between the Scandinavian countries 
concerning the forms of the national accounts. 

International contacts are carefully maintained 
in other fields, too. For a modern scientifically 
working economic institute co-operation and con- 
tact with research workers and research insti- 
tutes in other countries working on similar 
problems is essential. The institute has thus co- 
operated in Simon Kuznets’ international investi- 
gations of long term economic development; 
work with the Munich business test made contact 
with the IFO Institute necessary, and the savings 
investigation required cooperation with the cor- 
responding investigations in the Survey Research 
Center, Ann Arbor and the Oxford Institute of 
Statistics ; the institute also reports to the Interna- 
tional Association for Research in Income and 
Wealth. These are only a few examples of the 
institute’s many contacts. 


THE SWEDISH COMPANY ACCOUNTS FOR 1956 


The dampening down of Swedish economic 
activity, which took place last year as a result 
of the strongly restrictive economic policy then 
conducted, is reflected to some extent in the bal- 
ance sheets and profit and loss accounts of the 
companies for the financial year 1956.1 The total 
turnover rose but by slightly more than 9 % 
as compared with a full 10 % in the preceding 
two years. Most companies report an increase in 
their turnover; only the shipyards and the textile 
industry had a nearly all-round decline in sales. 
Out of 90 companies, which have published turn- 
over figures, only 12 — whereof 8 shipyards and 


1 This survey is based on an examination of the annual reports 
of 95 large Swedish companies representing a number of different 
fields of activity and having together about 290,000 workers and 
employees, and the total sales of which amounted to more than 
13,000 million Kr. A survey for the year 1955 appeared in the 
1956: 3 issue. 


textile factories — report reduced sales totals. 
It may seem peculiar that the turnover of the 
shipyards has declined during the present favour- 
able shipping conditions, but this good climate 
for the shipping trade did not make itself gen- 
erally felt until toward the close of 1956, and 
has not yet, as far as the shipyards are concerned, 
ripened into invoiced deliveries. With respect to 
one of the largest shipyards, the decline in the 
turnover figure is reported to be a temporary 
one and to be due to the circumstance that some 
extremely labourious new ship constructions did 
not reach completion for delivery before the 
turn of the year. 

The wages and salaries sums did not increase 
as much as in 1955. The total sum of wages and 
salaries paid by the companies under survey rose 
last year by somewhat more than 9 % as com- 
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Summary of the Balance Sheets of about 100 Large Companies (Mill. Kr.) 
Increase or decrease 
Assets 1954 1955 1956 1954-55 1955-56 
(Currentassets:. 208) a, ae). al ei chee ee 7,143 7,912 8,787 769 875 
Obswhichnstocksit.” + 4 ULNA WA Oi eee (2,345) (2,987) (3,439) (+ 642) (+ 452) 
éash in hand’ and at bank .7. 3.) a es (2,356) (1,918) (1,778) (— 438) (— 140) 
ixed ASSES 5 ei! Fess Gore's” cin Be Sins), oy Ree eS 5,860 6,582 7,053 + 722 + 471 
Total assets 13,003 14.494 15,840 + 1,491 + 1,346 
Liabilities 
Short-term liabilities... 2 < «a |): WmalcienamEUne 4,103 4,931 5,627 + 828 + 696 
Long-term liabilities 4... . 2) 3) Due 2,656 2,829 3,087 + 173 + 258 
of which funded for pension purposes .... . (913) (981) (1,119) (+ 68) (+ 138) 
Capital ‘and xeserves "5 VP! (00 eee nen ieee 6,244 6,734 7,126 + 490 + 392 
Total liabilities - 13,003 14,494 15,840 + 1,491 + 1,346 
Nettprofits:, «4 eines Soc) eee 563 581 550 + 18 — 31 
DDividendsis..s4%. ss) sete, ecpes ne a ee eee 311 346 363 +35 bp 
Dividends as a percentage of capital and reserves 5.0 5.1 5.1 


pared with close to 12 % the year before. The 
number of employees in these companies in- 
creased by slightly more than 2 %. 

The total net profits of the reviewed companies 
declined by almost 6 %. A comparison between 
the various companies shows a much uneven 
development and very small changes in most 
cases. 52 companies report reduced net profits, 
41 increased profits, and 2 unchanged figures 
as compared with 1955. Important measures of 
consolidation have been taken in connection with 
the closing of last year’s accounts. As compared 
with 1955, there have been considerable increases 
in the writing down of machinery and in the allo- 
cations to pensions and investment funds. Prof- 
its before taxes, sums written off, and alloca- 
tions were almost 7 % higher than in 1955. The 
total dividend amounts rose by a mere 5 % as 
compared with 11 % in 1955. The increase 
refers, however, to a few of the 95 companies 
reviewed. Only 16 report a dividend increase, in 
a couple of cases as a consequence of new capital 
issues. 77 companies report unchanged dividends, 
and 2 reduced ones. 

The balance sheets of the companies show a 
considerably less steeper increase in the fixed 


assets than during 1955, whereas the current as- 
sets show a significant rise. The 1955 decline in 
cash at bank continued last year, although to a 
considerably less extent. The stock values show 
a continued rise, but with a lesser sum than in 
1955. Last year’s more pronounced increase in 
the current assets is wholly explained by the 
dissimilarity in the development of the cash at 
bank and stock value items. Other current as- 
sets increased by as good as exactly the same 
amounts in 1956 and 1955. 

During 1955 the increased activities of the 
companies were financed to a great extent by 
short-term debts. This structure of financing — 
subsisted also last year, but the increase in the 
short-term indebtedness was less than in 1955. 
Long-term indebtedness, on the other hand, in- 
creased more last year than in the preceding 
year, first and foremost on account of higher 
allocations for pensioning purposes. As a total, 
the debts increased during 1956 to a less degree 
than in 1955. This applies also to the visible 
capital and reserves, the increase of which was 
smaller than. both in 1955 and 1954. 
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THE ECONOMIC SITUATION 


On the whole, the economic situation in this 
country reflects at present more or less a state 
of economic equilibrium. The tendencies to a 
slowing-down of economic activities that have 
prevailed since 1955 have continued to make 
themselves felt, inter alia on the labour market. 
This does not mean, however, that the infla- 
tionary tendencies have disappeared. Wages and 
prices are still showing an upward rise, appar- 
ently at the same tempo as in 1956. The propensi- 
ty to invest, both in the private and in the 
public sector, is also very pronounced and will 
probably be still further encouraged by the aboli- 
tion of the investment duty at the turn of the 
year. To counteract the effect of this measure 
there has been introduced as from 1/7 1957 a 
special energy tax (on the consumption of oil, 
coal and electricity), the purpose of which is to 
switch part of the burden imposed by the present 
restrictive policy from the investment sector over 
to the consumption sector. 

The preliminary national budget for 1957 
(the Government’s Economic Survey), which was 
presented at the turn of last year, was based on 
a somewhat pessimistic assumption that the gross 
national product would increase by only 2 %. 
In the revised national budget laid before the 
Riksdag at the end of April the forecast was, 
however, slightly more favourable. According to 
the revised national budget figures, the gross 
national product for the years 1956 and 1957 
would be as follows (amounts in mill. kronor 
at 1956 prices) : 


Change 

Supply 1956 1957 ill, ke % 
Gross national product . . 52,700 54,100 +1,400 + 3 
bol) tc i. ar 11,450 11,750 + 300 + 3 

4 Total 64,150 65,850 +1,700 + 3 
Use 
Private investments . . g,0§0 9,300 +250 + 3 
Government investments. . 3,800 3,900 +100 + 2 
Municipal investments. . . 2,750 3,050 + 300 +12 


Change 

BOSS) F957. silt, See 

Increase in stocks. . . . . 750 250 — 500 
TEX POTtG) cis) box ectatseal toads 11,250 11,950 + 700 + 6 
Private consumption . . . 30,150 30,650 + 500) + 2 
Government consumption . 2,600 2,700 +100: + 4 
Municipal consumption . . 3,800 4,050 +250) 7 
Total 64,150 65,850 +1,700 + 3 


Industrial production rose by slightly more 
than 2.5 % from 1955 to 1956. For 1957 a 3 % 
increase is envisaged. The development in industry 
is expected to be more uniform than in 1956, 
primarily as a result of the improved prospects 
for production in the textile and forestry indus- 
tries. Nevertheless the centre of gravity in the 
higher output is still estimated to lie in the ca- 
pital-goods-producing metal industries and in 
the pulp and paper industry. According to the 
national budget the gross national product is 
reckoned to show a 3 % rise, which is more than 
in 1956 but less than the average increase during 
the first half of the 1950s. In regard to invest- 
ments, a rise is anticipated in the total gross in- — 
vestments by over 4 % as against 2 % in 1956. 
Private investments are expected to be 2.5 % and 
public investments over 6 % higher. The bulk 
of the increase in the public sector will be ac- 
counted for by the local authorities, whose in- 
vestments are expected to go up by no less than 
12 %. As to industry, the volume of investments 
is likely to remain unchanged. This assumption, 
however, is subject to strong reservations, espe- 
cially in view of the pending abolition of the 
investment duty at the end of the current year. 
One important basis for the presumed increase 
in fixed investments is an anticipated slowing 
down of the substantial accumulation of stocks 
that went on last year. 

Exports are calculated to show a 6 % increase 
in volume during 1957. The continuing heavy 
expansion of exports is a consequence of the 
prevailing boom in Western Europe, and iron 
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ore and engineering products will account for 
most of the rise. 

The estimates of the domestic demand indicate 
a fairly slight upward trend in private consump- 
tion in spite of the individual incomes being 
expected to rise owing to agreements and sup- 
plementary increases in wages over and above the 
contractual level, on an average at about the same 
rate as last year, or by well over 7 %. After 
deduction for tax and personal saving, and taking 
into account an estimated rise in consumer prices 
by, on an average, about 4 % from 1956 to 
1957, the increase in real private consumption 
would be only 2 %, or the same as in 1956. 
Considerably bigger advances are, however, fore- 
shadowed in public consumption: 4 % for the 
Government departments and 7 % for the local 
authorities. 


The labour market 


Tie situation on the labour market has been 
characterized so far this year by a continued 
trend towards a balance between the demand for 
and the supply of manpower. The turnover of 
labour during the period January—April was 
considerably lower than at the same time last 
year. Thus, the number of vacant jobs has been 
on an average 13 % lower and the number of 
filled vacancies 11 % lower. 


Deposits and Advances of the Commercial Banks 
(Milliard Kr.) 


A Advances 
B Deposits 
C Advances + Cash, Treasury Bills & Bonds 


Source: Banking Inspection Board 


1954 1955 1956 1957 


Owing to the mild weather during the winter 
it was possible to keep employment at a level that 
was high for the season in the case of both 
building and forest workers. During April and 
May, however, unemployment in the building 
industry was a good deal higher than in the same 
months last year. The same has apparently been 
the case among the forest workers. Partly as a 
consequence of this, the number of registered 
unemployed during the first five months of this 
year was, on an average, no less than 12 % 
higher than in the corresponding period of last 
year. Nevertheless the percentage of unemploy- 
ment is still low. The average for January—May 
is 2.54 as against 2.36 last year. The difference 
is small, but if we disregard February of last 
year, in which heavy unemploment was recorded 
on account of the very severe cold, we get quite 
a different picture, the figures being 2.02 % for 
this year and 1.64 for 1956. 

The higher volume of unemployment applies to 
the engineering and the metal industry as well. 
Admittedly, employment was about 3 % higher 
during the first quarter of this year compared 
with last year, but the flow of labour has been 
greater. However, there is still a keen demand 
for skilled workers. As far as the engineering 
industry is concerned it is chiefly the shipyards 
that are responsible for the increased employ: 
ment. On the whole, however, industrial employ-- 


Share Index 
A Home Market Industry 


B Other Industry 
C Banks 


Source: Skandinaviska Banken 
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1954 1955 1956 1957 
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ment has been somewhat lower this year. Thus, 
during the period January—May the number of 
employed persons was on an average 0.5 % less 
than in the same period of 1956. The mining 
and the metal industry and also the pulp and 
paper industry show higher figures this year, 
whereas those for the timber industry and the 
textile industry, among others, are substantially 
lower. The following table throws light on the 
development : 


The relative change in the number of industrial 
employees during the period January—May 1956 and 
1957 (average) 


Branch Change in % 
ViEniiTin SS Of eS Se + 3.8 
Woks on” Se) ee a + 0.7 
Non-metalliferousmining. ...... — 2,0 
“nT «ie SS AE Cenc — 4.6 
femipemDGNpAper Go. 6 + ss ee ws +11 
LECT GSS 6 I. 3 ar + 0.4 
RTOIEMR RS AU RT Ses Ges ee eo — 1.6 
Mseverages and tobacco ....... — 75 
CEOS 5.058) SGM tac — 2.7 
Leather, hair and rubber ...... + 0.4 
‘UNEASE ee + 0.2 

Total —0.5 


According to estimates made in the national 
budget the supply of labour is likely to increase 
slightly during the current year partly through 
the rise in the population in the ages fit for 


Foreign Trade (Million Kr.) 


(Current 3-month averages) 


C Import Surplus 
Source: Board of Trade 


1954 1955 1956 1957 


work which is somewhat higher this year than 
last, and partly through a substantial surplus of 
immigrants. Last year, 10,000 persons were ad- 
ded to the labour market in this way. The num- 
ber of aliens registered as having jobs was, as at 
the 1st April, 135,000 — the highest figure ever 
recorded. 


Foreign trade 


Sweden’s exchange of trade with abroad has 
not been exposed this year to interruptions of 
the kind to which last year’s severe ice condi- 
tions gave rise, though it has of course been af- 
fected by the Suez crisis. A considerable expan- 
sion has taken place in our foreign trade. The 
value of the exports, 3,400 mill. kr, in the period 
January—April was 27 % higher than that re- 
corded for the same period of last year. In terms 
of volume also, the difference compared with 
last year was apparently of about the same size. 
The fact is that export prices have gone up only 
very slightly. Imports have undergone a similar 
development, their value, 4,300 mill. kr, up to 
the end of April implying a 22 % rise compared 
with last year. As import prices have been higher, 
there has not, however, been such a heavy in- 
crease in volume. 

As will be seen from the following table, the 
trade balance shows a deficit for the period Jan. 


Price Trends in Foreign Trade (1949 = 100) 


A Export Price Index 
B Import Price Index 


Source: Board of Trade 


1954 1955 1956 1957 


84 SKANDINAVISKA BANKEN 


Foreign trade (mill. kr.) 


é ’ Surplus of 
Imports Exports imports 
Jan.—April 1953. -... 2,650 2,192 458 
> Pe NOT Y ER. 6 93 oc 2,900 2,286 614 
> >) LOSS eye etats 3,464 2,607 857 
> Een Ge id 3,519 2,659 860 
> 2 LOS eee ee 4,280 3.384 896 


—April of 896 mill. kr, which is slightly more 
than for the same period of last year. The deficit 
in the balance of current payments can be esti- 
mated at about 500 mill. kr. Thanks to further 
shifts in payments, the drain on the foreign ex- 
change reserves in those months was not more 
than just over 200 mill. kr. 


The foreign exchange reserves (mill. kr.) 


30/6 31/12 31/5 sees) 5 


The Riksbank 1956 1957 
(ENCE SMa 5 fe Ces aoe 1,328 1,376 1,306 
JOX NEVE Is a Wa AP A to Seo ee 844 999 1,031 
PU currencies 36 2,6 = -- 164 235 291 
Other currencies... ... —87 —162 — 164 
Total 2,249 2,448 2,464 2,409 
The Commercial banks 23 317 168 179 
Total 2,272 2,765 2,632 2588 


In the revised national budget the estimates 
of the foreign trade tendencies have been ad- 
justed, in connection wherewith due regard has 
been paid to the observations of developments 


Changes in Export and Import V olume 
(Quarterly figures, changes in % since a year ago) 


A Imports 
B Exports 


Source: The National Institute of Economic Research 


1954 1955 1956 1957 


during the past months of the current year. It 
is considered that the international economic 
development will bring about such an increase 
in the demand from abroad that an improvement 
in the Swedish sales for export is deemed pos- 
sible. This is regarded as a possibility particu- 
larly with respect to iron ore and products of 
the engineering industry. It is expected that the 
improvement will be reflected mainly in an in- 
creased export volume and only to a minor ex- 
tent in better prices. On the other hand, the rise 
in the total value of imports, which is predicted 
for this year, is taken to be equally due to price 
rises and an increased import volume. Among 
the changes in imports, which can be envisaged 
at present, a considerable increase in the impor- 
tation of both vessels and aircraft is noteworthy. 

By tradition, raw materials and little proces- 
sed products emanating from the forests and 
mines have formed strong component parts of 
the Swedish export. In terms of value, 10 % 
of the total exports in 1956 consisted of 
iron ore. The corresponding figures for timber 
products and pulp were 12 and 18 %&%, 
respectively. Besides this, 10 % of the exports 
are in the form of paper and board. Notwith- 
standing the growing importance of the proces- 
sed products, the said raw materials and products 
comprise on the whole the same proportion of 
the total exports as they did before the war, as 


Wages of Male Workers in Industry 


A Average earnings per hour in éren 
B Percentage increase since last year 


Source: Social Board 
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will be seen from the following table giving the 
respective products’ percentage share in the value 
of the exports: 


1936/38 1956 
Wats, (e/a DY,2 9.8 
iWioodigOOGS . 2... « 10.7 12.3 
WAperpUID «6 6 6 6 8 ee 19.8 17.6 
Paperandboard...... 7.8 10.6 
Ollenexports. . ..... 50.5 49.7 


Although, then, the progress made towards a 
higher degree of processing in the Swedish ex- 
ports has been relatively small in the past two 
decades, it is nevertheless considered in many 
quarters that increased processing applied to 
Sweden’s production for export is an essential 
prerequisite for an expansion of the foreign 
trade. Undoubtedly the relatively high tariff 
levels imposed on finished articles in many other 
countries have prevented a more rapid develop- 
ment in the Swedish export industries than has 
hitherto been attained, though naturally — by 
national standards — the high costs level in Swe- 
den must not be overlooked. Against the back- 
ground of high tariffs abroad it has seemed 
natural to view with some optimism the prospect 
of free trade within a Western European free- 
trade area. 

The following figures showing the exportation 
of some important Swedish export products 
throw light on the development in the past two 
decades : 


1937/38" 1950/55" 1956 
SRO Orewy se (1000 tons) 13,325 14,649 17,290 
Wood goods . . «(1000 cub.m.) 4,069 5,083 5,801 
Paper pulp 
mechanical . . . . (1000 tons) Sera aus) AST. 7, 
SUIpHiIte =... . Cs ) 1,158.8 1,058.6 1,226.0 
Bulpliaté .. . . . (One ss) 782.5 6095.9 444.7 
Paperand board ..( » » ) 546.5 723.9 920.9 
IG AONslaa c+ ( >» » ) 129.2 95-5 78.0 
Tron & steel ready for 
the market . . . .( >» 2g) 180.2 148.9 330.5 


1 Average per annum. 


Iron ore exports have in recent years been 
influenced by the boom in ore and are on a con- 
siderably higher level than in the immediate pre- 
war years. While pig iron exports have declined, 
there has been an appreciable rise in the export 


of processed iron and steel. Pulp exports have 
actually fallen short of the pre-war level during 
the past few years. Sulphate pulp in particular has 
lost some of its importance. In this case the 
development has tended towards a higher degree 
of processing, paper and board having aquired 
substantially greater importance. At the same time 
there has been a marked expansion in timber 
exports. 


The credit market 


Owing mainly to the Government’s substantial 
revenue surplus, the deposits in the commercial 
banks went down by 271 mill. kr. in January— 
May. Advances, on the other hand, rose by 555 
mill. kr. The increase in advances during the 
spring months is of a seasonal character. 


The position of the commercial banks (mill. kr.) 


Dec. May “Dec. March April May 
Assets 1955 1956 1957 
Cashes es aeaes 958 514 788 541 600 619 
Treasury bills . 569 ASA) (0025 1,217 871 415 
Swedish bonds 2,389 2,544 2,602 2,452 2,795 2,597 
Advances . . . 10,530 10,972 10,638 10,909 10,869 11,193 
Due from foreign 
banks ... 386 234 659 545 519 536 
Other assets. 964 865 1,161 717 845 824 
Total 15,796 15,483 16,540 16,381 16,499 16,166 
Liabilities 
Deposits . . . 12,609 12,241 13,090 13,406 13,302 12,819 
Due to foreign 
fof 70a: nr 303 B45) ease) _ 306 380 §=—- 365 
Reserves 1,010 3.21% 1,238 1,270 1,270 15270 
Other liabilities 1,674 1,686 1,880 1,339 1,547 1,712 
Total 15,796 15,483. 16,540 16,381 16.499 16,166 


The Government’s credit policy is still highly 
restrictive, implying as far as the commercial 
banks are concerned that advances to the business 
sector are being held back, whereas the credits 
to the housing sector are not subject to any 
restrictions. In consequence, the commercial 
banks’ credits, broken down into the various 
groups, have distinctly shifted in the past 12 
months. Building credits, for instance, have 
soared, while credits to industry have been 
substantially reduced. The changes are illustrated 
in the following table (in mill. kr.) 
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Credits out- Change since 


Branch standing in 
May 1957 May 1956 May 1955 
WSGUSERV Rees sien ne) ees 2,236 — 186 — 148 
Trade and services ....- 2,481 + 58 — 117 
Communications. ..... 380 sty oa = has 
Insurance and finance . . . . 243 — Et = (64 
Municipal enterprises and 
dastitutiogs). «+. 107 + 18 + 22 
INOTICWILUTE Ge le este ft cs 411 se £0] — 22 
Building operations and 
erectionlofsplant <<. = = 1,352 + 373 he 
Housmecredits'. =). - . « 2,513 sey + 218 
Personal and sundry .... 834 — 69 205, 
Total 10,557 + 191 — 324 


If we view the development at somewhat longer 
range we find that the credits for housing pur- 
poses have increased since May 1955 by about 
220 mill. kr., while commercial and personal 
credits have declined by about 550 mill. kr. The 
difficulties that have thus arisen in supplying 
business firms with credit could to some extent 
be alleviated through the insurance companies 
being able in some measure to increase their 
mortgage loans to the business sector. 

The fact is that the insurance companies’ 
capital investments have shown a net rise during 
the first four months of the year of 370 mill. kr., 
that is to say by nearly 3 %, expressed in nom- 
inal value. Of this amount, 151 mill. kr. are ac- 
counted for by mortgage loans and 148 mill. by 
bonds. The higher volume of mortgage loans is 
divided equally between dwelling houses and other 
real estate. Of the new bonds, the main portion, 
105 mill. kr., is represented by Government is- 
sues and the remainder by bonds of the mortgage 
institutions. At the end of last year the insurance 
companies held bonds to a face value of 5,466 
mill., corresponding to about 28 % of the total 
volume of Swedish bonds outstanding. 

At the same time as mainly the private busi- 
ness sector is being hit with unremitting force 
by the credit policy, the effect of this is coun- 
teracted by the financial policy and the mounting 
Government expenditure. The attempts, in them- 
selves praiseworthy, to balance the State Budget 
have failed completely. For the months of the 
year that have passed, the endeavours to meet all 
Government expenditure out of current revenues 
are reflected in the fact that the National Debt 


Offices payments under the Capital Budget have 
been far lower this year than last. However, 
owing to heavy capital expenditure having been 
financed out of current revenues, the current 
Budget showed a large deficit on the income side 
in the first four months of the year, whereas 
normally the working budget generally results 
in a surplus during that period. 

And so, in spite of the Government’s tax rey- 
enues having been very much higher than last 
year, the National Debt Office was obliged up 
to the end of April to increase the national debt 
at a more rapid rate than during the correspond- 
ing period of 1956. Most of the borrowing has 
been on a short-term basis. However, the steep 
rise in the volume of short-term borrowing is 
due not only to the failure in balancing the bud- 
get; there is also another important reason for 
it. The Riksdag has decided that the revenues 
from the increase in the company tax and the 
profits earned by the Luossavaara-Kiirunvaara 
company shall be deposited on a “sterilizing 
account in the Riksbank in order to be funded 
for meeting future expenditure. During this pe- 
riod, however, the Government revenues have 
not been sufficient to finance both these ap- 
propriations to reserve and the mounting ex- 
penditures for capital purposes. It may be as- 
serted, therefore, that the State has itself been 
forced to take up loans in order to provide for 
these reserves in the Riksbank. 


In the course of May there was the usual — 


seasonal very large influx of Government reve- 
nues partly in the form of preliminary tax and 
remainder tax and partly through supplementary 
tax payments. 

Despite the fact that during the period Janu- 
ary—May this year the Government revenues 
exceeded those in the same months of last year 
by 500 mill. kr. or nearly 10 %, the surplus of 
income under the working budget was far lower, 
viz. 585 mill. kr. as against 1,130 mill. kr. Even 
if we add the funds that were sterilized in the 
Riksbank — up to the end of May they amounted 
to 475 mill. kr. this year and to 165 mill. kr. last 
year — the income surplus in the 1956 period 
nevertheless works out at a substantially higher 
figure. In the light of the larger Government 
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revenues this would seem to reflect a rapid ex- 
pansion of the current Government expenditures. 
However, this expansion is offset by the fact that 
the capital expenditure financed by the National 
Debt Office by borrowing in the true sense of 
the term has been lower this year than last. 
During the first five months of the year the 
national debt was on an average 7 % higher 
than in the same period of last year. As the result 


of a short-term bond loan and a large parcel of 


Treasury bills having been redeemed in May, the 
national debt has so far been reduced by over 
340 mill. kr., an amount, however, which falls 
far short of the reduction during the correspond- 
ing period of last year, when the national debt 
declined by about 580 mill. kr. Up to the end of 
May this year no instalments, in net terms, had 
been paid on the big loan against Treasury bills 
in the Riksbank that was taken up at the end of 
1956. At the end of May the Riksbank held 
Treasury bills to an amount of 2,400 mill. kr., 
representing over 60 % of all bills. 

The bond market has been, on the whole, dull. 
Price fluctuations have been very moderate and 
there have been no dealings of any importance. 
However, offerings of long-term Government 
bonds have exerted some pressure on the market. 
The bulk of the offerings have apparently been 
taken up by the Riksbank, this being clearly 
evidenced by the changes in the central bank’s 
bondholdings. 

In regard to issuing operations it may be 
mentioned that the sales of the mortgage bank in- 
stitutions’ 4 3/4 % loans that were resumed after 
the turn of the year had a relatively poor start. 
In the middle of June, however, the sales reached 
over 200 mill. kr. 

In April the Government issued a 5-year bond 
loan at 4 1/8 %, primarily intended for the com- 
mercial banks, which were thus enabled to convert 
Treasury bills into a longer-term investment at 
a higher rate of interest. By the end of May the 
loan had brought in over 400 mill. kr. On the 
other hand, a 4-year 4 % loan and a 10-year 
amortization loan at 4 1/4 % aroused very little 
interest. 

The Riksbank has not permitted any new 
industrial loan to be taken up on the market, nor 


has the City of Stockholm been able to obtain a 
permit to borrow in spite of its serious payments 
difficulties. On the other hand, two power com- 
panies, Krangede and Svarthalsforsen, were 
permitted to issue 5 % bond-loans of 30 and 25 
mill. kr. respectively. 

The stock market. Like the New York Stock 
Exchange, which since the middle of February 
has reflected an optimistic business sentiment 
resulting in a complete recovery of losses sus- 
tained in the autumn and winter, prices on the 
Swedish stock market have been steadily rising 
ever since October. The optimism on the Ameri- 
can market is attributable to the improved eco- 
nomic prospects during the spring months. Never- 
theless, the influence which the stock exchanges 
abroad have exerted on the development of Swe- 
dish prices has apparently been relatively limited. 
Here, rather, the interest in investments in shares 
has been enhanced especially in face of the dif- 
ficulties experienced in stabilizing the price level. 
As far as the Swedish stock market is concerned 
it is to be noted that the supply of material is 
very limited, with the result that changes in the 
demand, insignificant in themselves, cause prices 
to react considerably. It is worth mentioning in 
this connection that the turnover for the period 
January—May was over 50 % higher than last 
year. 

Since the last survey the following bonus and 
new issues have been announced: 


Bonus issue: 


Ahlén & Holm AB 1 new sh, for 7 old 3 mill. kr 
New issue: 
Elektriska Svetsnings AB new sh. for 3 old 5 mill. kr. 


at 120 kr. 


The rise in prices and the mainly unchanged 
dividends have reduced the immediate interest 
yield on share investments to 3.6 % for shares 
in representative wood-processing companies as 
against 4.1 % a year ago, while leading engine- 
ering shares give a yield of about 5 % as against 
5.4 % and the banks an unchanged yield of 5.6 
%. By way of comparison it may be mentioned 
that the banks’ highest deposit interest rate is 


4 1/4 %. 
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1951}1952)1953)1954) 1955 


Share Index -- 
(Face value Jan. 1953 = 100) 


Home market industry ....- . 172] 140] 155 | 196] 187 
Other industries 8 ..... 242 | 204 | 225 | 294 | 296 
Of which: 
Grinpesbere saturn eee 372 | 366 | 400 | 445 | 500 
Swedish Match Co. ..... 123 | 112] 123] 140] 199 
Iron & steel industries . . . .| 192] 160|165|221]|220 


Exporting engineering industries | 227 | 182 | 193 | 253 | 243 


Woodgoods and paper pulp indu- 


gtries i Sv EEwcPie cas seis. 235 | 190 | 242 | 351 | 360 

Mixed woodgoods iron indu- 

Sttiewe MC REE eee es see 352 | 289 | 317 | 425 | 392 
ne hope wae b..3 oi ac eoieeaoees 203 | 206 | 263 | 403 | 358 
Shipping companies ...... 264 | 190 | 208 | 298 | 249 
Holding companies. ...... 246 | 206 | 245 | 317 | 320 
Banksy to) ee eee eee eh ke 231 | 203 | 230] 286 | 262 


Tote: All figures refer to the middle of the months 


Latest announced dividends on shares in im- 
portant companies give the following yield on 
the basis of the prices quoted in the middle of 
June in the past few years: 


1956 1957 
sa) Se) eS) Se | Se) eS) Sh eae 
BI/FIElS|e (27S 1s | 16 |e be 


185] 183] 181] 178] 177] 171 | 171 | 177 | 180 | 182 | 186] 183 
287] 290] 288] 281] 285] 277 | 279 | 284 | 291 | 296 | 303 | 3c6 


485] 485] 475] 473] 476] 473 | 485 | Sor | 508 | 513 | 530] 543 
140] 135] 137] 140] 140] 137 | 124] 126] 128 | 133 | 137] 139 
217| 226] 226] 224] 224] 219 | 235 | 243 | 247 | 249] 250] 255 
243] 250] 254] 244] 249] 239 | 242 | 247 | 254 | 257 | 261 | 263 


348] 364! 356) 338] 344] 337 | 330 | 334] 344 | 354] 356] 358 


372| 349] 344] 341] 343] 331 | 3401 345 | 346 | 358 | 376 | 379 
363] 394] 369] 359] 260] 357 | 422 | 428 | 428 | 434 | 454 | 477 
246| 251] 251] 253] 254] 248 | 256 | 256 | 262 | 273 | 266 | 256 
312| 334] 327] 319] 326) 329 | 317 | 323 | 347 | 350 | 382 | 397 
258] 261] 258] 247| 242| 234 | 233 | 244 | 246 | 242 | 238 | 235 


1953 1954 1955 1956 
Five wood-processing companies 4.8 3.4 3.2 4.1 
Two onworks A Rees 40 34-937 Reao 
Five exporting engineering firms 6.2 49 5.2 5.4 
Five big banks!’ .% =... . = « 49 44 44 5.6 


aunf 


—— 
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Some Statistical Data on Sweden's Economic Position. 


I. THE RIKSBANK. (Amounts in million kr.) 


Banks 


Gold and Foreign Exchange Reserves Sight Deposits 
At the gk Advances ee Thereof 
End of 1 Foreign : Circulation Shuey 
Gold Exchange? Total Bills Total ae | Caan 


1938 707 750 1457 105 50 1 061 849 418 428 
1952 954 1350 2 304 3.240 321 4577 1.029 449 558 
1953 I 130 1491 2 O21 2 786 357 4 835 345 303 180 
1954 1370 1 104 2474 3 267 99 5 087 441 289 150 
1955 1 426 1 004 2 430 4.023 25 5 319 747 321 418 
1956 1 376 1072 2 448 4 390 21 5 598 504 260 241 
1956 | 1957 | 1956 | 1957|\ 1956 | 1957) 1956| 1957 | 1956 | 1957 | 1956 | 1957 | 1956 | 1957 | 1956) 1957 | 1956 | 1957 


Jan. | 1437/1325] 929] 1078] 2 366| 2403] 3693/4140] 24] 20) 5047/5 334] S05 | 470 | 288 | 291 | 272 | 175 
Feb. | 1405] 1 32 1] 1025 | 2 366) 2 350] 3626/4103] 23) 20/5 014) 5 337) 514 | 373 | 333 | 269 | 172 | 93 
Mar. | 1412|13 934] 1157] 2346] 2 463] 3603}4 322} 44] 19|5073/5271| 325 | 462 | 213 | 316 | 108 | 143 
April | 1391]1290] 924] 1 112] 2315|2402|3791|4326| 23] 18]5 13015 359] 370 | 287 | 202 | 140 | 165 | 143 
May | 1374/1195] 852] 1213] 2226]2408]3 591] 4411] 177] 123] 4968] 5 299] 312 | 356 | 231 | 213] 79 | 137 
June | 1328/1195] 921|1272] 2249] 2 467 | 3 787] 4 493| 208] 16) 5 108) 5 461) 323 | 230 | 207 | 103 | 112 | 123 


July | 1347 gz 2 268 3971 21 4949 499 210 287 

Aug. | 1358 891 2249 3944 20 5 047 357 105 245 

Sept. | 1359 955 2 314 3759 107 5 129 234 164 67 

Oct. | 1369 960 2 329 3.959 22 5 235 248 85 160 

Nov. | 1371 I 037 z 408 4010 27 5 316 317 199 113 

Dec. | 1 376 1 072 2 448 4 390 21 5598 504 260 241 
1 Market value. — * Net claims on foreign countries. 


Il. COMMERCIAL BANKS. (Amounts in million kr.) 


Advances Deposits 
- > Net Claims 
At the Swedish 3 
Cash on Foreign Overdrafts 
End o ‘ Bonds? Conntwies Bills Loans and Other Total Total ee nae 
Advances ort Term 
1938 601 190 95 1 163 2705 470 4 338 4260 I 152 
roe 999 1716 are 2 5c6 5 67 1 668 g 848 10 358 2618 
1953 64) 3 345 9 2 568 53 1798 9 932 11 839 2591 
1954 647 3,049 12 2.903 5 833 2 356 11 092 12 727 2519 
195 958 2.958 169 2731 5 355 2 444 10 $30 12 609 Me 
195 788 3.295 437 2613 5 088 2937 10 638 13.090 2 
1956 ) 1957 | 1956 | 1957 | 1956) 1957 | 1956 | 1957 | 1956 | 1957 | 1956 | 1957| 1956 | 1957) 1956 | 1957| 1956 | 1957 
Jan. | 7 643 3 782 3.687| 174| 427 | 2720] 2 557] 5 281] 5 077| 2 $03 | 3.035 | 10 $03] 10 669] 12 830)13 356] 2 193 | 2 304 
Feb. | 5 539 | 3 650) 3 39 192| 414 | 2732| 2 547] 5 264| 5 092] 2 500] 3 039| 10 496|10 678) 12 874]13 502) 2 152] 2 358 
Mar. | 527 | 541 | 3388/3 157| 179 | 2 801] 2 663] 5 235] 5 097] 2 607 | 3 149 | 10 643]10 909} 12. 795|13 406) 2 121 | 2 302 
April | 542 | 599 | 3 156] 3714] —19| 210 | 2 822] 2651] § 232] 5 073] 2.672 | 3 145 | 10 726)10 869] 12 499|13 302 2 116] 2 380 
May | 514 | 619 | 2898] 2.994] —16] 239 | 2 857] 2 713] 5 223] 5 095] 2 892 | 3 385 | lo 972/11 193) 12 241]12 819] 2062) 2041 
June | 519 2 940) 23 2 808 5 164 2 889 10 861 12 322 2191 
ul 704 2841 236 2791 5 144! 2912 10 847 12.726 2 165 
ed 661 3 185 317 2635 5.085 2 843 10504 12 824 2118 
Sept. | 460 3 373 340 2732 5 95 2.998 10 625 12 737 2 009 
Oct. | 604 357 397 2 689) 5 082 2 864 10 635 13 it 2 349 
Nov. | 561 351 325 2 698 5 074 2979 10751 13 03 2215 
3295 437 2613 5 088 2937 10638 13 Ogo) 2 660 


1 Including Treasury Bills. 


1 


(ele) 
IIL OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 
Deposits Turnover at the 
Savings Banks ae the Turnover of | Yields on Bonds? | Stockholm Stock Share index? * 
Year Post Office the Postal Exchange® 
Saat Cheque 
a Savings Service Govt Industrial 
Month} Deposits! | Advances} Bank? Loans | Loans | Bonds | Shares Home Other 
Million kr. | Million kr. | Million kr. | Million kr. | % % [1000 kr.| 1 000 ker. | Saaustries) Dodustrie 
1938 te 3, 069 626 24 986 2,32 2,92 243 931 149 103 
1952 458 7934 2 576 240 900 3,31 3,62 298 583 152 217 
1953 9 081 8 562 2780 256 280 3,30 3372 294 336 146 213 
1054 9 699 9224 2.950 279.958 3539 3.70 292 34 180 267 
1955 10 339 9743 3118 307 $22 3572 4.63 244 642 195 209 
1956 11 097 10 370 3 315 338 877 3,78 4,70 433 555 176 283 
1956 | 1957 | 1956 | 1957 | £956 | 1957 | 1956.) 1957 |1956|1957 1956|r957 1956|r057 1956|0957 1956| 987 1956|0957 
Jan. oe 3 464 | 32 150] 35 787] 3,74] 4,10] 4,65] 4,94] 310 | 540] 533 | 768} 185 | 177 | 287 | 284 
Feb. : . : >| 32 3485 | 20 241] 21 871} 3,69] 4,15] 4,49] 5,03] 729 | 321 | 470] 711] 183 | 181 | 290] 291 
Mar. |10.919|11785] 9 948] 10 599} 3 268] 3 497 | 33 145] 38 425] 3,67| 4,18] 4.46] 4,98] 347 | 403 | 6361014] 181 | 182 | 288 | 296 
April | - 3273} 3.483] 23 117] 24 391| 3,71] 4,18] 4,39] 4,92) 208 | 491 | 942 | 830] 178 | 186] 281 | 303 
May ; 2 3.259] 3 489| 36241] 48 829) 3,74] 4,20] 4,61 4,96] 569 | 438 | 633 | 991) 177 | 183 | 285 | 306 
June |1o912 10078 3 263 23 649] 26 501] 3,77] 4,22] 4,73] 4,95] 573 | 442 | 542] 886) 171 | 188 | 277 | 313 
July 3 286 34 523 3677 4,79 321 $71 175 284 
Aug. : 3 301 19 509 3,77 4,76 364 519 176 291 
Sept. |t1057 10 228 3 206 31 520 377 4,80 73 530 175 290 
Oct. : 3 323 24 225 3,79 4,91 364 5c8 172 275 
Noy. : : 3 318 34.930) 3,80 4,88 386 620 171 275 
Dec. |11 097 10 370 3315 25 628 4,10) 4.94 226 558 171 279 
1 At the end of each year or month. — * Calculated on market prices at middle of months. The yearly figures represent 
averages of the monthly figures. — ® Averages per Stock Exchange business day. — * Nom. value Jan. 1953 = 100. 
LV; OTHER IS TATISH TGs DiAAe 
Foreiga “Tats Unem- Wholesale Price Index 
Year National Production pipe w (1935 = 100) ee a 
or Debt Export (+) Index rreade nae 
Month Imports Exports or Import | y93e—100] Union Import | Export All we 
(—) Surplus | 22° mn? | Goods | Goods | Goods 4am 
Million kr. | Million kr.| Million kr] Swayne % zone soos pOGs 
illion kr. 
1938 2 566 2 082 1 843 — 239 123 10,9 Ul 120 ie 64 
1952 12710 8 947 8 134 - 813 202 2,4 407 44! 31 126 
1953 13.852 8 161 7657 — 50. 204 2.8 375 37 2 128 
1954 15 059 9 192 8 196 - 213 2,6 385 381 297 129 
1955 16081 10 33 8 933 = 1 404 226 254 387 393 309 133 
1456 16 966 11 42 10 047 —1 381 231 2,8 409 400 325 139 
1956 / 1957 | £956 | 1957 | 1950) 1957 1956| 1957 | 1950) 1957 1956|0957 1956|1957 1956|057 19s6|ras7 1956] 1957 
Jan. | 16035] 17053] 938} 1141] 814] 915] —124] —226| 233] 241 | - 401 | 423 | 404 | 403 | 322 | 329] 137] 144 
Feb. | 16174]17 261] 784] 1050) 543| 794| —241] —256] 230] 248 | 4,8] 3,8] 406] 420] 404 | gor | 324] 327] 137] 144 
Mar. | 15 884] 17232] 802] 1052] 558| 803] —244) —249] 242| 250 | - 406 | 417 | 403 | 400 | 320 | 324] 138] 143 
April | 16157] 17515] 1 018] 1038] 744] 872] —274] —166] 243] 255 | 2,8 404 | 413 | 403 | 400| 327 | 324] 138] 144 
May | 15 497| 16624] 980] 1 122] 897|1 065| — 83]|— 57] 244 : 40 401 326 139 
June |15 477] 16818] 964 974 + 10 239 1,5 40 398 329 139 
July | 15 732 880 923 + 43 125 : 4C5 359 325 139 
Aug. [15791 915 839 — 76 224 1,5 408 399 324 140 
Sept. | 15 674 961 935 — 26 245 : 408 398 323 139 
Oct. | 16228 1093 947 —146 252 1,8 411 39 324 139 
Nov. | 16 327 1.098 978 —120 253 : 419 39) 32 141 
Dec. | 16.966 1 004 goo —104 249 5:0 422 401 32 142 
* At the end of each year or month. 
5 Kungl Boktr, Sthlan 1957 
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Statement of Condition June 29, 1957 


ASSETS 

Cash in hand and with the Riksbank ........ Kr. 174,336,000 
Bonds and Treasury Bills. . 2. wy. - we su es -. » 746,852,000 
GAUSAandeDSCOUNES Ie Goa. 7 ele syne, ol OMe Poh whe » 2,786,593,000 
Swedish Banks and Savings Banks ........., » 51,501,000 
BAKSCADTORC ME moc: 54: ows 6: ale were tel eaten s » 169,669,000 
Bi AACCOUIES aoe pen 6 Fe, we 8 Fe » 55,364,000 
Si hey yas SO ee a A » 29,305,000 
Buildings, Furniture and Fittings. .....-.-- » 49,993,000 

Kr, 4,063,613,000 

LIABILITIES 

BreOgitaa AP ene Se ee a eo ey ier bee ws Kr, 3,302,468,000 
Swedish Banks and Savings Banks ... .-..+.-.- > 50,582,000 
Banks abroad ..... =; fats aha ee » 115,389,000 
BERUE RECOUNTS, Go. 3 es 6 Ve ees erie ens » 232,985,000 
Shate Capital. . « .. «>» a «+ oKe, 194,112,000 
Reserve Funds ......-.- . . » 155,888,000 
Undivided profits ........--. » 12,189,000 » 362,189,000 


Kr. 4,063,613,000 
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